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Abstract 
Economic development and progress of India really means 
reconstruct ion and resurgence of rural communit ies in the 
country. The Indian economy is dependent on agr icul ture . 
There are links between agricul ture and rest of the economy in 
the product and factor markets . Agriculture supplies the major 
wage good (food) and raw- materials for the economy. 
Agricul ture has potentials for exports and it . has been 
contr ibut ing to foreign exchange earnings. On the demand side, 
agr icul ture provides a market for non-agricul tural p roduc ts and 
services. At present (i) 70 per cent of the popula t ion is 
dependen t on agricul ture (ii) it engages 60 per cent of 
workforce, and (iii) it contr ibutes around 20 per cent of exports , 
80 per cent of farmers are small and marginal and 75 per cent of 
the poor are in rural areas. The need for s tepping up the growth 
of the agr icul ture sector from the present level of 2.73 per cent 
(dur ing the period 1990-91 to 2000-01, at 1993-94 prices) to 
more than 4 per cent by the year 2005 has been recognized in 
the Nat ional Agricultural Policy. The agricul tural growth of 
this order is expected to put the other sectors also on a higher 
growth trajectory by- s t imulat ing demand for the goods and 
services of these sectors through improvement in rural income 
levels. The first-generation economic reforms initiated in the 
country from 1991-92 do not have significant impact on 
agricultural sector. Agriculture is a way of life, a tradition, 
which for centuries has shaped the thought, the outlook, the 
culture and the economic life of the people of India. Agriculture 
therefore, is and will continue to be central focal point to all 
strategies for planned socio-economic development of the 
country. Rapid growth of agriculture is essential not only to 
achieve self-reliance at national level but also for household 
food and in avoiding food shortage in the country. The pattern 
of growth of agriculture has, however, brought in its wake 
uneven development across regions and crops as also across 
different sections of farming community and is characterized by 
low level productivity and degradation of natural resources in 
some areas. Capital inadequacy, lack of infrastuctural support 
and demand side constraints such as controls movement, 
storage and control of agricultural products, etc., have 
continued to affect the economic viability of agriculture sector. 
Consequently, the growth of agriculture tended to slacken 
during the nineties. 
In the olden days, the major source of rural credit was 
moneylenders and this source of credit was inadequate, 
expansive and exploi-tative. To meet the credit requirements a 
multi-agency approach was adopted after independence to 
provide adequate credit to agriculture. The major policy in the 
field of agricultural credit has been towards the progressive 
increase with adequate and timely flow of credit to assist the 
vulnerable sections of the society. The main objectives of the 
lending policy have been: (i) to ensure timely and increased 
flow of credit to the agricultural sector (ii) to reduce and 
gradually eliminate the money lenders from the field of rural 
finance (iii) to provide larger credit support to areas covered by 
special programmes; and (iv) to make credit facilities available 
to all .the regions of the country and reduce regional 
imbalances. There are two sources of credit available for the 
farmers. They are institutional agencies and non-institutional 
agencies. Non-institutional sources include money lenders, 
traders and commission agents, relatives and landlords, where 
as the institutional sources include the cooperative, commercial 
banks, RRBs, SB! and the Government. 
However, gradual change started following the 
recommendations of the All-India Rural Credit survey 
committee in 1954. The conversipn of Imperial Bank of India 
into the State Bank of India in 1955, introduction of social 
control over banks in 1967, and the subsequent nationalization 
of the major banks played an important role in the development 
process of rural and backward areas and for the upliftment of 
the poor sections of society. 
The committee on cooperative credit (V.L. Mehta 
Committee 1960) did not favour any separate corporation for 
agricultural development. But, in the third five plan a suitable 
legislative action was taken to set-up a Development Finance 
Corporation for Agriculture. The Functions of the corporation 
are elaborated in the following terms: 
"Corporation will purchase debentures floated by Central 
Land Mortgage Banks in the normal course and will also 
provide funds for schemes for increasing agricultural 
production which are remunerative in character but involve 
considerable investment or long period of waiting, such as, 
rubber, coffee, cashewnut and arecanut plantations, irrigation, 
contoured bunding and soil-conservation and development of 
orchards and fruit gardens. The loans advanced by the 
cooperation will be channelised through the Central Land 
Mortgage Banks". 
The Agriculture Refinance Corporation was set up in 1963. 
The Mirdha Committee 1965 recommended for taking up 
necessary steps to establishing a National Cooperative Bank 
which would act as apex of the cooperative structure of credit 
in the country. 
In 19691 the All India Rural Credit Review Committee 
rejected the proposal to delink activities of agricultural credit 
from the RBI and place it under the National Level Agricultural 
Bank. The Committee favoured that agricultural credit 
infrastructure should be continued under RBI and a statutory 
Agricultural Credit Board for formulation, review and 
modification of agricultural policy, should be established. 
Accordingly, a statutory Agricultural Credit Board replaced the 
earlier standing Advisory Committee on Rural and Cooperative 
Credit. 
The Administrative Reforms Commission in 1970 also 
disfavoured the creation of a separate bank for agriculture. The 
Commission observed, "While the need for greater and more 
pointed attention to agricultural financing was irrejectable, is 
suggesting to establish an agency for this purpose without a 
direct link with the Central Bank of the country, was open to 
serious objection." 
The Banking Commission^ (1972) favoured combining the 
ARDC and the AFC to form a new institution within the RBI 
complex but stressed that all short-term credit should be under 
the control of a single authority, that is the RBI to take steps in 
accordance with its historic role to "integrating the total 
' CRAFICARD Report, p. 256 
2 Ibid. p. 258 
structure for financing agriculture and rural development from 
ground level upwards right upto the creation of an Agriculture 
Development Bank of India as the apex organization". 
The CRAFICARD appointed by the RBI under the 
Chairmanship of Shri B.Shivaraman in March 1979 at the 
instance of the Government of India in its report submitted in 
January 1981 examined the role of Reserve Bank of India in the 
rural credit system. The important among them accepted by the 
Government of India for its far-reaching consequence are the 
control, regulation and promotional responsibility of RRBs, 
should be transferred to the newly proposed NABARD from the 
Government of India and RBI concerned and recommended the 
establishment of the NABARD. The Parliament through act 
1981, NABARD, took over the functions of the erstwhile 
Agriculture Credit Department. NABARD was established for 
providing financial support for promotion of agriculture and 
allied activities. 
NABARD refinancing is available to Land Development 
Banks, Scheduled Commercial Banks, Regional Rural Bank and 
Cooperative Bank. 
The main objectives which guide the functioning of 
National Bank are: 
(i) To provide refinance to eligible institutions for 
development activities in rural areas. 
(ii) To improve the absorptive capacity of the credit delivery 
system. 
(iii) To coordinate the activities of different agencies engaged 
in development work at the field level, and 
(iv) To keep liaison with Government of India, SG and RBI and 
other national level institutions connected with policy 
formulation. 
The functions of Bank are as follows: 
(i) It works as an apex body for development policy, 
planning and operational matters relating to credit for 
agriculture, allied activities, rural industries and rural 
artisans and other rural development activities. 
(ii) Training research and consultancy relating to credit for 
agricultural development. 
(iii) Co-ordination and monitoring of all agricultural and rural 
development activities with a view to typing them up with 
planned development activities in the rural sector.^ 
3 Vasant Desai, A study of Rural economic, rural credit, Himalya Publication House, New Delhi, 
1990, p. 279 
Because, Indian Economic development depends on 
agriculture, So, Government of India provides maximum 
facilities to the agriculture for development. The main purpose 
of establishment of the NABARD is development of rural areas. 
Therefore, the bank should provide more refinance on easy 
terms and conditions. Bank should take special measures 
particularly seeking to bring about better functional 
coordination between state Government, banks and other 
concerned agencies and prepare bank able projects and schemes 
and credit should be made available - on easy terms and 
conditions. The objectives which guide the refinance support 
for different activities through the eligible institutions (like 
cooperative banks, commercial banks, regional rural banks and 
agencies) by the NABARD are to support the national policies 
for increase agricultural production and rural employment 
through efficient use of national resources, reduction of 
regional imbalances, equitable distribution of growth, ensuring 
credit support to the weaker sections of the society through 
special programmes, like, the Integrated Rural Development 
Programme (IRDP), increasing the credit absorptive capacity of 
the credit delivery system by improving the health of the 
agencies, involved in disbursement of credit and improving the 
quality of credit through proper control of technical and 
financial parameters and propagation of the repayment ethics. 
The highlight of refinance support provided by the National 
Bank to nationalized institutions is given in the following table, 
diagram and graph. 
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The total refinance assistance provided by the National 
Bank, during the year 1998-99 and 1999-2000, aggregated to an 
amount of Rs. 4521 crore (growth rate in comparison to 
previous year is 15.27 per cent) and Rs. 5212 crore respectively 
(15 per cent grow rate shown in Table and graphs). Again in the 
year, 2000-01, the aggregate amount was Rs. 6158 crore which 
shows 18 per cent increment in comparison to previous year, 
also in the year 2001-02, 2002-03 aggregate amounts were Rs. 
6682.92 crore and Rs. 7418.77 crore with growth rates of 8.52 
per cent and 11 per cent respectively. 
Hence, the total growth rate of increment in disbursement 
for the following five years (1998-99 to 2002-03) is 13.56 per 
cent and agency-wise disbursement and growth rate is shown in 
graphs. 
National Bank provides loan to state government. The 
total ground level credit flow by state cooperative banks was 
Rs. 24,296 crore, regional rural banks Rs. 5467 crore, 
commercial banks Rs. 41033 crore and other agencies Rs. 14 
crore and loan to the state government was over Rs. 18000 crore 
in 2003. Further, the National Bank provides facilities to 
nationalized institutions like cooperative banks. Regional Rural 
Banks, commercial banks for issuing of Kisan Credit Card on its 
own KCC Scheme aims at provision of adequate and timely 
support from the banking system to the farmers for their 
cultivation needs including purchase of inputs in flexible and 
cost effective manner. As on 31s' March 2003 cumulatively 
313.44 lakh cards involving bank loan fo Rs. 76498.80 crore 
were issued to the farmers. Personal Accident insurance scheme 
is formulated for KCC holders to cover them against accidental 
death/permanent disability. 
NABARD began an experiment for looking at innovative 
ways of taking the banking system to these (SHGs) people and 
trying to link them to the banking system. The SHGs NABARD 
ensured that very poor people come together, start saving, start 
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lending to each other, and once they are able to reach a stage 
that they can enforce the will of the group on the individual, 
the banks can start giving funds. Today the SHG concept is a 
resounding source in India and is one of the most successful 
programme run by NABARD. "There are about 71400 SHGs that 
are linked to the banking system and one crore women are 
benefited by this programme.^ 
The bank provides refinance to farm sector and non-farm 
sector. Non-farm sector (including rural housing) claimed the 
highest share in the total refinance at 27.1 per cent followed by 
animal husbandry (14.7 %), Farm mechanization (13.4%) and 
minor irrigation (11.5%). The Bank has been implementing a 
externally aided projects. The amount of Rs. 367.27 million (as 
against the amount disbursed at Rs. 357.41million) has been 
actually received as grant assistance towards various projects. 
After all structure of organization and management is an 
important part of any institution. "A poor organization 
structure makes good performance impossible, no matter how 
good the individual may be" in the same way, "management is 
the organ, the life giving acting dynamic organ of the 
institutions management".^ (As expressed by Peter F. Driuker) 
•* Business India-Cooperate Reports, June, 9-22, 2003, p. 63 
5 Drucken, Pater F, The Principle of Management London, 1955, p. 225 
12 
"A key to the successful performance of any institution 
and maintenance of a healthy portfolio is the existence of an 
efficient and adequate organizational set-up".^ 
Thus, "the success of management of a development bank 
depends to a great extent on its organizational set-up, the 
degree of delegation of authority that exists and the extent of 
independence it enjoys in its day-to-day functioning".^ 
In the organization, there are four common aspects namely 
(i) a set of objectives (ii) a set of individuals (iii) clearly 
differentiated led responsibilities for its members and (iv) 
structure or system of coordinative relationship in rural 
development programmes.^ 
The management of the NABARD vests in a Board of 
Directions. The Directors of the NABARD are comparised of 
Chairman, Managing Directors, representatives from Reserve 
Bank of India, Government of India and State Governments. 
For better management of the Bank, a provision is made 
for the constitution of an executive committee consisting of 
some members of the board to discharge such functions as may 
be prescribed by the Board. There is also a committee to guide 
* Chari V.V., Performance & Problems of SPC, edited by Dalgi, V. "Financial Institute of India" 
1976, p. 281 
7 Sinha, S.L.N., Development Banking in India, 1976, p. 18 
8 Dr. R.K. Samarila, Management in Agriculture & Rural Development, VDH Publishing House, 
Nai Sarak Delhi, Edit. 1989. p. 39 
13 
the all activities of various departments. The committee is 
named as management committee. The aim of this committee is 
to assist the Board to take major policy decisions and to 
monitor the process of implementation of the decisions made by 
the board. The members of the committee may invite other 
members accordingly to the agenda of the meeting which be 
held once in every week. 
NABARD operates through its head offices at Mumbai, 28 
Regional offices situated in the state capitals, a sub-office at 
Port Blair and 330 district offices, NABARD has on its rolls 
around 2853 professionals who are supported by adequate 
number of other staff.^ The head office operates through 
different departments. All head office departments mostly 
headed by Chief General manager who reports directly through 
EDs to the MD.io The regional offices are headed by General 
Manager/Deputy General Manager/Regional Office in-charge 
and managers depending upon the coverage of the region and 
demand of the refinance from the respective area. Managers 
and Deputy General Managers head these sub-office and 
division and discharge duties assigned to them. However, 
NABARD looks forward to redesigning its strategies for 
satisfactory accomplishment of future tasks. This largely 
•" NABARD - A Profile, 2003, p. 1 
10 NABARD-Training Centre Lucknow, 1996, p. 66 
14 
depends on factors like, mobilization of required resources, 
expanding prospective avenues of business, acquiring necessary 
skills, quality lending, etc. various legal, structural and 
governance issues have rendered many of the RFIs, particularly 
cooperative banks financially weak. Against the background of 
the estimated rural credit flow of Rs. 7,36,570 crore during the 
tenth five year plan period and the adoption of improved 
technologies, a greater infusion of capital resources v/ould be 
necessary. These investments must be induced to make the 
agriculture enterprise profitable through a multi-pronged 
strategy by providing incentives to the producers for adoption 
of new technologies. RFIs would need greater financial and 
technical support for investing in irrigation structure, land 
development, farm mechanization, animal husbandry, 
plantation and horticulture, bio-technology, cold storage, value 
adding enterprises and marketing to improve the productivity 
and profitability in agriculture. Major policy initiatives may be 
needed to fully exploit the emerging opportunities.^^ The bank 
administration is expected to come up to the mark in 
discharging its duties. 
" Annual Report of NABARD, 2002-03, P. 243 
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Preface 
The literature on history and theory of economic 
development has always recognized the dominant role of 
agriculture in the economic development of countries. The depth 
with which the role is played depends upon the stage of economic 
development. 
Although India has crossed the take-off stage, yet 70 per 
cent of its population depends upon agriculture for their 
livelihood. Agriculture sector contributes nearly 50 per cent to 
National Income of the country. There is a definite inter-
relationship between industrial and agricultural development. 
The proper balance between these two was maintained till the 
middle of the eighteenth century. The interference from the alien 
British government and its deliberate policy of throttling the 
village handicrafts and cottage industries destroyed the fabric of 
balance; thus economy of the country was badly shattered. 
Besides this, they created a class of intermediaries (Zamindars) 
who sucked the very blood of agro-based rural economy and this 
became a 'subsistence' occupation which yielded 'too little to live 
on and too much to die on'. 
Ill 
For consolidating the situation the concept of 'Priority 
Sector' financing and the 'Lead Bank Scheme' were introduced. In 
1975 the idea of the Regional Rural Banks (RRBs) was mooted, as 
need of an institution with the attitude of Cooperatives and 
expertise of Commercial Banks. 
In India the whole agricultural financing was done under 
the supervision and with the assistance from the Agriculture 
Credit Department of the Reserve Bank of India and Agricultural 
Refinance and Development Corporation (ARDC). But it was felt 
that due to diversified activities and multifarious roles, the RBI 
was finding it difficult to Coordinate and streamline the activity 
of agricultural financing. 
The Sivaraman Committee set up in March 1979 by the RBI 
at the instance of Government of India to review arrangements for 
institutional Credit for Agriculture and Rural Development, 
recommended the establishment of a National Bank for 
Agriculture and Rural Development. Accordingly a break-through 
was achieved with the establishment of the NABARD on 12 July, 
1982 as per NABARD Act 1981 as a specialized apex organization 
in respect of all the matters relating to policy and planning and 
the operational aspects pertaining to credit in the rural areas for 
the small scale sector and other allied activities. NABARD is now 
the single integrated agency for meeting the credit needs of all 
types of agricultural and rural development activities in the 
iv 
country. NABARD now undertakes all works relating to the 
establishment of Regional Rural Bank and administration of 
refinance scheme and monitoring of the performance of Regional 
Rural Banks. Ever since the NABARD came into being, it has been 
playing an important role is strengthening the cooperative 
structure in the national economy. It has actively taken over the 
responsibilities of the Reserve Bank of India in relation to rural 
financing and rural reconstruction. 
It is in this background that the present study has been 
designed. The entire work has been divided into six chapters. In 
the first chapter, the necessity and types of credit for agriculture 
sector have been discussed. Second chapter highlights the 
institutional sources of agricultural credit. It has particularly 
dealt with specialized institutions like Cooperative Banks, Land 
Development Banks, Commercial Banks, RRBs and NABARD. In 
third chapter an attempt has been made to discuss the genesis, 
establishment, objectives and functions of the NABARD at length. 
Chapter fourth shows structure of organization and management 
pattern of the NABARD. Chapter five highlights NABARD's 
assistance to various agencies like cooperative banks, commercial 
banks and RRBs. Chapter six is devoted for conclusions and 
suggestions to various problems. In view of limited spaces, it has 
not been possible to discuss in detail each and everything in 
regard to the agricultural financing operation of the NABARD, 
and therefore, I have discussed only the prominent and most 
important aspect of the NABARD. 
The Management Pattern and Organisational set up also has 
its aspect on the working of an institution. The NABARD is not an 
exception. I have, therefore, discussed the organizational and 
management pattern while discussing its role in the economic 
development of the country. 
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Chapter 1 
Introduction 
Significance 
Credit is an important input for the development 
process. Its impact being pervasive on various sectors of the 
economy, the mobilization of resources by the financial 
system and their allocation to sectors and projects in 
conformity with priorities under lying the development plans 
have become integral part of the overall planning process. 
Planned allocation of the scarce credit resources among 
different sectors of the economy in accordance with priorities 
implicit in the development plans has come to be accepted as 
a strategic instrument in planning, given the natural 
tendency for credit to gravitate towards rural development 
irrespective of their contribution to the overall balanced 
economic development. In a developing economy, rural 
markets are generally characterized by large imperfections, 
and as such, the free market forces are unlikely to provide 
the right incentive or the required momentum for optimum 
utilization of scarce capital resources. In contrast, a planned 
system could ensure better allocation of available limited 
resources among various competing demands. 
Inlroduclion 
The Committee to review arrangements for institutional 
Credit for Agriculture and Rural Development (CRAFICARD) 
set up by the Reserve Bank of India (RBI) under the 
Chairmanship of Shri. B. Sivaraman conceived and 
recommended the establishment of the National Bank for 
Agricultural and Rural Development (NABARD). The 
Parliament through the Act 61 of 1981 approved its setting 
up and the bank came into existence on 12 July, 1982. 
NABARD took over the functions of the erstwhile 
Agricultural Credit Department (ACD), Its subscribed paid-
up capital was Rs. 100 crores, contributed by the Government 
of India (GOI) and RBI in equal proportions. 
NABARD was established for providing financial 
support to the promotion of agriculture and allied activities, 
small-scale industries, cottage and village industries, 
handicrafts and other rural areas of the country with a view 
for promoting integrated rural development and securing 
prosperity in rural areas of the country. 
NABARD is an apex institution accredited with all 
matters concerning planning policy, and operations in the 
field of credit for agriculture and other economic activities in 
rural areas. The main functions of NABARD are: 
1. Serving as an apex refinancing agency for the 
institutions providing investment and production credit 
for promoting various developmental activities in 
agricultural areas and rural sector; 
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2. Taking measures towards institution building for 
improving absorbing capacity of the credit delivery 
system including monitoring, formulation of 
rehabilitation scheme, restructuring of credit 
institutions, training of personnel etc; 
3. Coordinating the rural financing activities of all the 
institutions engaged in developmental work at the field 
level and maintaining liaison with GOI, State 
Governments, RBI and other national level institutions 
concerned with policy formulation; 
4. Undertaking monitoring and evaluating project 
refinanced by it; and 
5. Undertaking regulating measures in relation to regional 
rural banks and cooperative banks. 
NABARD's refinancing is available to State Land 
Development Banks Scheduled Commercial Banks, Regional 
Rural Banks and State Cooperative Banks. While the ultimate 
beneficiaries of investment credit can be individuals, 
partnership concerns, companies, state-owned corporations 
or cooperative societies, but production credit is generally 
meant for individuals. 
Review of Literature 
A study under ARDC (NABARD) on lending in Tamil 
Nadu carried out in Madurai District revealed that a major 
share of the total loans provided to the small farmers went to 
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the target groups. As a result of this, the gross income of 
small farmers increased from Rs. 7800 to Rs. 10,100 and thus, 
the scheme had definite impact on the small farmers. The 
scheme covered only 10 per cent of the weaker sections. Their 
very weak asset base and instance of security denied them 
the benefits of institutional finance. However, there was no 
willful defaulter. Milch animals and sheep rearing 
programmes registered good repayment due to tie-up 
arrangement for marketing.i 
Charan. D. Wadhwa in his book on Rural Bank for Rural 
Development has made an attempt to evaluate the role of 
institutional credit in rural development. The author shows 
that several financial institutions have been established to 
fulfil the financial needs of rural poor and has given several 
reasons like influence of local leaders, complicated banking 
procedures like warm attitude of banking personnel, and 
corruption etc. due to which the poor have not been 
benefited at all. He mostly stresses upon the point that rural 
banks must develop simple schemes and cooperative attitude 
for providing requisite financial help and assistance to the 
need of the rural poor.2 
R.K. Narula and D.P. Sharma conducted a detailed 
study on the positive role to be played by commercial banks 
in the agricultural development. They analysed that without 
adequate development of agricultural sector it is not possible 
for the country to be self-sufficient in food grains. They gave 
Introduction 
their view of agriculture development as a profitable 
profession and in such a case the commercial banks have an 
important task to perform.^ 
S.K. Basu in his study, entitled Commercial Bank and 
Agricultural Credit, and V.G. Rao and Paramjit Malya in 
their book Role of Commercial Banks in Agricultural 
Development, have made an attempt to assess the 
contribution of commercial banks in the development of 
agriculture. They have raised certain questions pertaining to 
agriculture viz., whether the farmer community has been 
getting adequate financial facilities from the commercial 
banks or not, and how the commercial banks advance money 
for this purpose. They opine that nationalization of the 
commercial banks has done a commendable job in developing 
agriculture yet, there is a dire need to have a fresh look on 
the problem to bring more improvements in the future plan."* 
R.C. Arora and G.c. Sristava^ have presented a vivid 
and penetrating analysis in their book Role of Rural 
Industries and Rural Development. ACC to them the 
industrialization of rural areas is the best response to tackle 
the gigantic problems of economic stagnation, poverty, 
underemployment and unemployment. They further observe 
that rural industries can create employment opportunities in 
the rural sector, which would ultimately amount to 
prosperity. Stress should be laid on the industrialization of 
rural areas with a view to attain some other objectives like 
InlroJuclion 
accelerated rate of industrial growth; steady improvement in 
income and standard of living of rural masses. 
Kishore C. Pandhey'' and Ajit Singh^ in their separate 
books have presented on account of the banking system of 
India and its role in rural development. They opine that the 
commercial banks have been playing a pivotal role to 
improve upon the socio-economic plight of rural masses and 
that 's why they are called development agents or change 
agents. 
S.K. Basu in his book Industrial Finance in India made 
an attempt to study the main problems of Industrial Finance 
in India and the role of principal agencies, which have been 
entrusted with responsibility of providing industrial finance 
not only in India but also in some other countries of the 
world like Japan. He opines that industrial progress and 
development without which the industrialization is difficult, 
if not impossible.8 
Singh L.R. in his study revealed the level of use and the 
rational of allocation of credit among farm inputs between 
progressive and less progressive farms in Varanasi district. 
He viewed that investment on irrigation and fertilizers had 
significant and positive impact on the level of total credit 
availed by progressive farms, while investment on draught 
cattle influenced the level of total credit in less progressive 
farms. He also found that there is an important and positive 
role of credit on returns from crops.^ 
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Misra has observed in his study in U.P. that the loan 
obtained from government was the highest in the case of 
large sized farms. Short-term credit has shown a remarkable 
impact on the output of major crops viz., paddy, wheat and 
sugarcane. The study revealed that there was much scope for 
increasing medium and long-term advances.i" 
Sharma and Prasad in their study extracted that the 
credit in needed farm size-wise at different stages of 
technological development in agriculture. Linear 
programming technique was used to estimate credit 
requirements and its impact on cropping pattern and income. 
The study revealed that irrigated farms and improved 
technology would call for more credit. Adequate credit 
increased income substantially even the existing level of 
technology.1^ 
According to Lee W.F. agricultural finance was the 
economic study of the acquisition and use of capital in 
agriculture. It dealt with the supply of demand for funds in 
the agricultural sector of the economy.^2 
Arumugam in his study revealed problems of the 
lenders at the institution level and borrowers at the farm 
level and also the factors contributing to better farm credit 
management. He also concluded that the rural financial 
institutions supplied 28 per cent of the credit needs of the 
farmers. There were varying degrees of credit gaps
Inlrodiidion 
different farm size groups, while the gap was the highest for 
the smallest farm size group.i' ' 
S. Sudarshan in his article entitled Financing of 
Integrated rural Development has scholarly presented the 
role of commercial banks in financing various schemes under 
the Integrated Rural development Programme. The functional 
analysis by the author has empirically showed the financial 
assistance provided by all the financial institutions and 
reveals that share of commercial banks in the advancement of 
loans for various schemes under the IRDP is much higher 
than that of Cooperative and Regional Rural Banks.^'^ 
Rao and Rao has examined the role-played by informal 
and institutional agencies in the supply of credit for 
financing modern inputs. The study shows that institutional 
sources met 30 per cent of the borrowings. Except medium 
farm all were direct borrowed funds. According to the 
authors productivity of land and potentialities for future 
investment could be improved if additional capital was given 
to the small and marginal farmers.^5 
A. S. Kahlon and Karan Singh in their work, "Managing 
Agricultural Finance pointed out that despite the presence of 
plethora of financial institutions like cooperatives. Regional 
Rural Banks and Commercial Banks etc. still the agricultural 
sector suffers for want of funds. Keeping in view the 
shortage of agro-credit, the need of effective management of 
agriculture credit has been stressed upon by the authors, as it 
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is awfully needed in the adoption of new technology and 
improved methods and practice to enhance agricultural 
production.!'' 
To Murray, agricultural finance would comprise the 
borrowing of funds by farmers; the organization and 
operation of farm lending agencies; and society's interest in 
credit for agriculture.^^ 
Another study made by Lee classified agricultural 
credit into three types namely; (i) investment credit; (ii) 
operating credit; (iii) consumption credit. Investment credit 
might be required for investment on land, building 
machinery and livestock. These investments would give a 
good production. Credit required for operating expenses on 
feeding livestock, repairing farm machinery and buildings, 
buying seed and hiring labour, constitute operating cost. 
Consumption credit used to buy goods and services was not 
directly connected with the process of production.i*' 
G.A. Naryana in his work "Problems of Agricultural 
Loans" has discussed that farmers are into getting bank loans 
properly and he has also given suggestions to remove this 
problem. He holds that farmers do not go to bank due to non-
cooperative attitude of the bank employees, complicated and 
dilatory procedure and their dependence on the Sarpanch 
and other functionaries for getting loans.^^ 
Article entitled, "Rural Banking for the Rural Poor," by 
M.N. Mishra holds the view that the Regional Rural Banks 
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were established with a view to provide financial help to the 
rural poor. But benefit is mainly availed by the rich farmers 
and not the small and marginal ones. According to the author 
this practice is mainly due to the connivance of the bank 
officials and the hindrances of local leaders.20 
K.V. Murthy and Vijay Kumar in their article "Small 
Industries and Rural Development" have made a joint effort 
to describe as to how the rural industries can be helpful in 
the gigantic task of rural development. The authors hold that 
setting up of small-scale industries in the rural areas can 
generate extra employment opportunities, reduce poverty 
and dependence of the rural population on agriculture. They 
can play a vital role in improving the overall socio-economic 
condition of the rural poor.21 
The National Bank for Agriculture and Rural 
Development (NABARD) undertook a survey with the sample 
of 1948 beneficiaries of the Integrated Rural Development 
Programme (IRDP), covering 122 branches of the financing 
banks spread over 60 blocks in 30 districts of 15 states. The 
survey revealed the defects of the implementation of IRDP 
like (i) the provision of credit for a single activity; (ii) 
financing of defective and substandard assets; (iii) undue 
stress on financing animal husbandry programmes; and (v) 
lack of supervision on the end use of credit. The survey 
suggested that the targets of the diversified investment 
activities for a block should be fixed keeping in mind the 
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resource potential, availability of infrastructural facility, and 
agro-climatic conditions of the area concerned. The 
programme could be made effective if the family would be 
treated as the basic unit in the identification of beneficiaries 
and a package of activities would be financed rather than 
confining to a single activity.22 
B.K. Lai and K.L. Mukhopadhay in their work 
"Agricultural Finance in West Bengal," made a joint effort to 
assess the credit requirements of the farmers of West Bengal. 
They hold that inspite of the cooperative banks and 
Government sponsored institutions meeting the credit needs 
of the farmers, yet the agriculturists are suffering for want of 
funds. The authors recommend suitable institutional changes 
to bridge the credit gap, which is likely to widen in near 
future. Finally they opine that the Reserve Bank of India and 
other financial institutions should amend their working 
procedures to enable common agriculturists to get the 
benefits of agricultural credit in an easy manner.23 
An article by L. Nadu and B. Nagraja Financing of Small 
Scale Industries by Commercial Banks: Some Problems and 
suggestions, reveals that in an agricultural country like 
India, where unemployment and underemployment is acute, 
small scale industrial sector has to play a prominent role. A 
significant feature according to the authors of small-scale 
sector is that it helps in diffusing economic power and 
ensures equal disbursement of wealth-which is essential to 
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achieve the equalitarian objective of a socialistic society. The 
small-scale industries aim not only to provide employment 
opportunities but also to make a great contribution to the 
rapid decentralized growth of our economy. Therefore, 
realizing the potential of small-scale industries institutional 
credit should be made available to them by the financial 
institutions like commercial banks. The authors have also 
highlighted the problem faced by the Commercial Banks and 
at the end of the study have listed its eradication.2* 
A study on cooperative long-term finance by Kurulkat 
had covered 18 villages in three taluks of Aurnagabad. He 
made his study that the credit advanced by the Land 
Development Banks, was neither producing good results nor 
was cheap.25 
J.S. Hanmashetti & M.D. Dodkey in their work 
"NABARD's role in rural credit" present that the National 
Bank for Agricultural and Rural Development (NABARD) is 
an apex. Development Bank of the country for promoting 
sustainable and equitable agriculture and rural promoting 
sustainable and equitable agriculture and rural development 
through effective credit support related services, building 
institutions and other innovative initiatives. NABARD today 
is at the center of development activities in the rural areas 
and a bedrock of prosperous rural India.26 
A scholarly effort was made by Rayudu on NABARD's 
Rural Credit and Cooperative, examined the role of the 
12 
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NABARD in rural credit with reference to cooperative & 
analysed the progress in its refinance activities during its 
short period of working. The various areas covered for 
analysis were functions, re-finance to cooperatives, schematic 
assistance to cooperative disbursements, purpose wise, 
distribution, loans to state Governments for contribution to 
share capital of cooperative institutions, medium and short-
term loans to SCBs.27 
Surender Sud in his article emphasized on 
strengthening of the NABARD. He proposed to increase the 
share capital of the NABARD, the apex agricultural refinance 
body, from Rs. 500 crore at present to Rs. 2000 crore in the 
next five years. He has also suggested to the private local 
area banks to help is mobilizing the rural savings by local 
institutions and make them available for investment in the 
same area.^s 
Gupta G.P. (1982) gave a varied look on the structure of 
agencies providing credit in rural areas. He concluded in his 
study that "In the matter of structuring the agencies for rural 
credit; one must not only take full account of spectacular 
increase in the tempo of agricultural activity; it must also be 
based on various other important implications of the new 
situation which are emerging with the change in the outlook, 
regarding occupational structure and socio-economic 
aspirations of the rural sector.29 
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Another paper concentrated on the strategies and 
policies adopted by the NABARD with respect to schematic 
re-finance for investment for rural development and pleads 
for major policy review in the context of less satisfactory 
rural development. He also highlighted the technological 
problems of the industrial sector in rural areas and has asked 
for its revolution. At the end the author has also given 
suggestions that NABARD can perform the task of providing 
finance with the help of rural capital and if needed, 
attracting capital from elsewhere.-^o 
Dixit in his article has mostly concentrated on the 
problems of agriculture and rural development in the 
country and how NABARD should overcome these problems. 
According to him NABARD should take care about the rate of 
interest charged from the final borrower, create proper 
understanding between'cooperative banks on one hand and 
the commercial and the regional rural banks on the other, 
strengthen and streamline the working of Primary efficiency 
of cooperative credit agencies especially at the grass-root 
level and to reduce the level of overdues in every credit 
agency, commercial banks, cooperative banks and regional 
rural banks."^^ 
Another article by Gopal "Agricultural Financing in 
changing perspective-An overview", has stated that hither to 
Five Years Plans, no deliberate effort was made by the Indian 
Government for the development of agriculture and 
14 
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insufficient attention was given to this sector. Tine author 
remarks that no doubt, after nationalization, the commercial 
banks are actively engaged in the task of financing 
agricultural sector, but even after the passage of two and half 
decade, there appears to be no significant change in the 
socio-economic status of peasant community. Some 
restrictions like faculty lending policies, inadequate loan 
amount non-cooperative attitude of bank employees and 
complicated procedures of granting loans by the banks, etc. 
are in the way of financing by the banks. The author opines 
that the time has come to have a fresh look of the problems of 
the farmers and to make the banks to amend their existing 
banking practices, rules and regulations to enable the people 
to get the bank aid easily .^ ^ 
The Indian Economic Survey 1999-2000 reveals that 
NABARD has taken several initiatives in the development of 
agricultural sector. In recent years Kissan Credit Card (KCC) 
and the self Help Groups (SHGs) have been introduced for 
this purpose. NABARD has increased its capital base from 
Rs. 500 crore to Rs. 2000 crore so that it can leverage its 
capital funds for raising more resources. NABARD is also 
getting a general meet short-term credit requirements of 
cooperative and Regional Rural Banks (RRBs). NABARD also 
introduced Rural infrastructure Development Fund (RIDF) in 
1995-96 to provide funds to state Governments and state 
owned corporations to enable them to complete various types 
of rural infrastructure projects.-^-^ 
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Jacob revealed in his study the role of nationalized 
banks in agricultural lending and found that there was 
satisfactory banking development in rural and semi-urban 
areas after nationalization. In his study he concluded that the 
small and marginal farmers were left on the mercy of the 
private moneylenders. Agricultural credit was mainly 
concentrated in the areas where there were better 
infrastructural facilities. He gave his suggestions that the 
principle of one farmer, one account and one source would 
benefit both the farmers and institutions.-^'* 
Ramadass made study on demand for and a 
productivity of farm credit in Pondicherry Region. He 
revealed that the operational area of the farm, farm assets 
and irrigated areas of the farm were the significant 
determinants of the demand for credit for large, medium and 
small farms respectively. Besides, family consumption 
expenditure exerted positive and significant influence on the 
demand for credit of large and medium farms, while it 
exerted lesser influence on demand for credit of small farms 
and revealed that it was interest elastic for large and other 
farms respectively. It also found that credit had positive and 
significant impact on the productivity of small and medium 
farms and the same was negative on large farms.^^ 
Murray classified agricultural credit on the basis of six 
criteria namely (i) time; (ii) purpose; (iii) security; (iv) 
lender; (v) type of borrower; and (vi) productivity.-^^ 
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Planning Commission and National Bank followed 
similar classification for Agriculture and Rural Development 
(NABARD) in India. In the case of planning commission (a) 
short-term credit might go for 15 months; (b) medium term 
credit from 15 months upto five years; and (c) long term 
credit above five years.^'' Under the refinancing programme 
of the National Bank for Agriculture and Rural Development, 
(a) short-term credit would go upto 18 months; (b) medium-
term credit would cover periods between 18 months and 
seven years; and (c) long term credit might go for periods not 
exceeding 25 years.''^ 
Banyopadhyay studied agricultural credit with 
reference to small farmers in Genetic plains of West Bengal. 
He examined the co-existence of multiple systems of loans, as 
the result of varying degree of bargaining powers of lenders 
and borrowers. The author has examined various points viz., 
imperfections of agricultural credit market rested with the 
lenders enabled them to charge high rate of interest on loans 
given to farmers. It concluded that small farmers did not 
have access to organized sector due to unfavourable terms 
and conditions and hence forced to borrow from informal 
sources.'^^ 
The book entitled "Agricultural Financing in India by 
S.N. Ghoshal deals with the short-term and medium-term 
credit needs of the farmers. The author feels that, lack of 
credit facilities suffered agricultural development. He holds 
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that because of the failure of cooperative credit structure, the 
responsibility has been entrusted to commercial banks for 
financing this neglected sector.^o 
Rayidhranath highlighted in his study that the farmers 
who have facilities accounted for a major share in the 
institutional and non-institutional credit. The small and 
marginal farmers could not get the loan for dairy because 
they were not available in the village cooperative societies.^i 
Lai highlighted the role of the institutional and non-
institutional credit agencies in financing agriculture in 
Eastern Uttar Pradesh. It was revealed that 65.7 per cent of 
the sample households was in debt, 66.2 per cent of credit 
was diverted for consumption. Institutional agencies did not 
solve the credit needs of the agriculture. The study 
concluded that the credit provided was not of right type; and 
did not serve the right purpose.^2 
According to Banerjee, credit was the heart of the 
agrarian system in India. The demand for credit-for farm 
operation was mixed up with that for consumption purpose. 
Hard-pressed farmers failed to control their consumption 
expenses, which were mostly on the substance level.^^ 
Singh and Singh in their article highlighted the 
allocation of institutional credit in relation to farm assets, 
farm cash expenses and use of fertilizers among different 
farm-size groups in Punjab. The study highlights that the 
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institutional credit in terms of its allocation was found 
concentrated in favour of big farmers.-*'^ 
Kewal Kumar in his book institutional Financing of 
Indian Agriculture with Social Reference to Commercial 
Banks" has remarked that the development of agriculture is 
kingpin of our development. The present study gives varied 
number of problems of agricultural finance, as it is much 
needed input for the development of agriculture. The author 
has also attempted to assess the importance and impact of 
the agriculture credit on the agricultural produce. At last he 
suggested that the institutions supplying agricultural finance 
should adopt integrated credit policy for the future, as the 
provision of agricultural credit in the context of 
modernization of agriculture has become a necessity.^s 
Basu in his study pointed out that, although commercial 
banks lending to agriculture increased several fold such 
financing was not regionally equitable. The level of 
agricultural credit per hectare of net sown area was 
determined by per capital bank credit, central cooperative 
banks' outstanding credit per hectare of net sown area, 
number of bank offices per lakh population, per capita bank 
deposit, degree of urbanization and intensity of cultivation."^^ 
Dhawan and Kahlon pointed out the inadequacy of 
institutional credit even at the existing level of technology. 
The functional analysis of this study revealed that the small 
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farmers were rat ional in making inves tments oh implemen t s 
and machinery , milch an imals , seeds , manures and ferti l izers 
because marginal values produc t iv i t i es of these resources 
were significant . Therefore, they could further increase their 
income by expand ing on labour and d r a u g h t animals.^' ' 
L.K. Naidu (ed.) in his book, "Bank Finance and Rural 
Deve lopmen t" has cur ta i led the problem that publ ic sector 
banks have been ex tend ing credi t facilities to h i the r to 
neglected sectors of the rural economy. He opines that 
f inancing, agr icu l tu re , small business and small scale 
indus t r i e s in a credi table manner will e radica te pover ty and 
u n e m p l o y m e n t from the rural sector.^^ 
The s tudy by B.N. Choubey , "Agr icu l tura l Banking in 
India" descr ibes va r ious ins t i tu t ions which are actively 
engaged in the task of f inancing agr icu l tu re . But after 
r ev iewing the impact of the ins t i tu t ional credi t on 
agr icu l tu re , it has been keenly observed by the au thor that 
inspi te of var ious problems of ins t i tu t ions like coopera t ives , 
commercia l banks . Regional Rural Banks, Agr icul tura l 
Refinance Deve lopment Corpora t ions , and Nat ional Banks for 
Agr icu l tu re and Rural Deve lopment (NABARD) etc. the 
agr icu l tu ra l sector still has been suffering for want of 
a d e q u a t e funds.•'^ 
C h o u b e y e x p l a i n e d a g r i c u l t u r a l p r o d u c t i o n c r e d i t as 
(i) s e t t l e m e n t c r e d i t ; (ii) d e v e l o p m e n t c r e d i t ; and (iii) 
p r o d u c t i o n e q u i p m e n t c r e d i t . S e t t l e m e n t c r e d i t w o u l d be 
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defined as "Credit required for purchase of land for a new 
settlement, rehabilitation, rounding off holding, construction 
of farm-shed and godowns. Development credit would be 
required for permanent improvement or development of 
land, such as soil conservation, leveling, proper irrigation 
and drainage, fencing or enclosures, the building of proper 
barns and sheariry sheds. Production equipment credit was 
intended to provide production facilities and running of 
operational expenses which were less permanent as 
compared to land and its permanent improvements. These 
expanses were for major implements, livestock, plantation of 
fruit trees and expenses in the payment of wages, purchase of 
seeds, fertilizers, fodder and other agricultural requisites.^o 
R.D. Sharma, "Agricultural Financing in India-Role of 
State Bank of India", is an empirical study conducted to 
evaluate the role of State Bank of India in the agricultural 
development. The author opines that State Bank of India has 
been playing an appreciable role in the development of 
agriculture inspite of having a wide network of branches.^i 
Ajiya Raj, in his study revealed that village 
cooperatives were the most successful source of institutional 
credit; institutional loan was largely used for purchase of 
current inputs among lower size-groups, while big farmers 
with 10 acres of land invested it largely on land 
development, irrigation and agricultural tools and 
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implements; and the modern technology could be followed 
by big farmers with their self-finance.52 
Pandey in his article concluded that credit dispersion 
has increased the income of the farmers even at the existing 
level of technology. Coming of modern technology without 
credit would not have significant impact on the income of the 
farmers.s"^ 
B.S. Rohilla in his study entitled "Initiatives of 
NABARD for rural non-agricultural financing and 
development discussed the major credit, promotional 
development and development scheme of NABARD for non-
farm sector development such as training cum production 
centers, rural entrepreneurship development programmes, 
mother units etc. The article has also put emphasis on 
strengthening linkages between self-help groups and banks 
as well as international collaborations by NABARD for the 
non-farm sector growth.^^ 
Another article by Shojakhani in "Critical Evaluation of 
the Role of NABARD in strengthening the cooperative 
Movement" emphasizes the strengthening of the cooperative 
movement firstly at the grass root level so that it can cater to 
the expanding credit needs of India's rural economy & 
secondly at the apex level for developing policies and 
procedures to serve rural economy. At last, in conclusion the 
author has given solutions of the problem to launch a special 
fund-cooperative rehabilitation found out of its profits & 
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this fund to be utilized for advancing necessary finance, at 
only service charges.^s 
Reddy in his book has scholarly presented the problem 
of distribution of institutional Credit. According to him the 
credit distribution is biased in favour of developed regions 
and big farmers. The dominance of agricultural 
moneylenders in comparison to professional moneylenders 
remains unchanged. He has given his views that the creation 
of cooperative/ RRB & NABARD has improved the share of 
institutional credit in the total rural credit.56 
Khan made an operational comparative study of the 
performance of rural banking system in India and 
Bangladesh. He highlighted the points viz., relative share of 
agencies, extension of rural credit, change in relative share, 
e tc . 57 
An article by H.N. Rao, Expanding Role of Banks in 
Rural Economy B.N.Rao tries to evaluate and predict the role 
of banks in the rural economy. He feels that no doubt, 
commercial banks have contributed substantially for the 
development, but then also bank credit has not helped 
landless labourers small and marginal farmers so far. He 
mainly expresses that the banks shall have to play a leading 
role in this respect in the coming days.58 
The National Bank for Agriculture and Rural 
Development's survey revealed, that there had been a 20 per 
cent leakage in lending connected with the Integrated Rural 
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Development Programme and 15 percent of its beneficiaries' 
were not poor.59 
B.P. Sharma in Role of Commercial Banks in India's 
Developing Economy, has observed that thought he financial 
institutional particularly commercial banks have been 
playing a laudable role, in the promotion of agriculture and 
in mobilizing rural savings yet there remains a lot to be 
done. The banks have failed to touch landless, labourers, 
small and marginal farmers, who directly or indirectly need 
bank credit facilities.^o 
Penson and David, together pointed out that the study 
of agricultural finance varied in scope from every micro 
concept of agricultural finance, such as the study of the 
financing liquidity services provided by credit, to a very 
macro concept of agricultural finance, such as the 
examination of agriculture's role in integrated macro 
economy^i 
Jain discusses out the role of commercial banks in 
promoting rural economy in Bhil-wara district. His study 
highlights that the agricultural advance of the nationalized 
banks increased by 136 per cent from 1971-72 to 1975-76, 
there was 70 per cent automatic recovery. Medium-sized 
farmers had an easy access to bank credit and 75 per cent of 
the loan was properly utilized. It was also shown that 
productivity of borrower and non-borrower farmer increased 
by 76 per cent and 45 per cent respectively. Farmer 
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borrowers mainly used their incremental income for 
agricultural development.^2 
Business India, June 2003 has given a detailed account 
of the activities of NABARD. Most important was the fact 
that this bank is non-depending on market for finances. 
Earlier it depended on resources from the government 
NABARD got substantial support from RBI by way of 
contributions, to the tune of Rs. 500 crore for its long-term 
operational fund for investment credit. However, this 
stopped in 1993. Today that contribution has declined to only 
Rs. 1 crore a year, that too because of the statutory condition 
under the Act. In another blow the organization, which was 
also exempt from income tax for all these years, also lost that 
status in the last two years. NABARD has paid about Rs. 390 
crore by way of tax for 2001-02 and about Rs. 400 crore for 
2002-03. Therefore, the little support the government was 
providing by way of tax exemption is also gone now.^ "^ 
The profile of NABARD 2003 has given a detailed 
account of the activities undertake by NABARD during,2002-
03 for facilitating credit flow for agriculture and rural 
development, promoting and supporting policies, practices 
and innovations conducive to rural development, 
strengthening rural credit delivery system through 
institutional development and supervising rural financial 
institutions (Cooperative Banks and Regional Rural Banks). 
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The report says that on March 2003 the total sources of 
NABARD as on 31 March 2003 were Rs. 50.885 crore and the 
owned funds were Rs. 20.738 crore. Investment in the 
schematic refinance was Rs. 25,416 crore which was 11.13% 
higher than the previous year. During the year, RIDF loans 
outstanding increased by 25.18%. Market borrowings 
increased by 43.17%. RIDF Deposits increased by 25.03% and 
Foreign Currency Loans increased by 20.8%. The operating 
surplus was Rs. 1542 crore, most of which (after payment of 
tax) was ploughed back into different development funds 
maintained by NABARD.64 
Objectives of the Study 
Ever since the NABARD came into being, it has been 
playing an important role is strengthening the rural 
economy. The objectives are as follows: 
1. The NABARD has now completed 22 years of its 
operation and has been criticized on various grounds by 
that beneficiary. This calls for a close evaluation of its 
functioning in fulfilling the objectives for which it was 
established and to find out the fields in which its 
performance needs improvement. 
2. And the study will evaluate the effectiveness of its 
management in discharging the function assigned to it. 
Whenever necessary the suggestion will be given for 
better management. 
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3. Generally the cooperative sector demands that activities 
related to rural financing be assigned to a National 
Cooperative Bank: However, the government has not so 
far favoured the proposal." 
4. The study will suggest measures to overcome the 
hurdles in its working and effective management with a 
view to develop healthy sound economic scenario. 
5. It is a government bank and as such it is administered 
and managed by the Government. Although debate on 
the banking sector reforms is still not over & it is 
repeatedly said that financial institutions should be 
guided by professionals and not bureaucrats, the 
administration of this bank has not yet been taken 
seriously. 
Scope of the Study 
The study is based on the published data of NABARD 
and many other scholars who have published their results in 
different journals. However, the data is interpreted before 
any comment is made on any aspect of facility of the bank. 
Research Methodology 
This study is based on the published material of 
Government of India, NCUI, NABARD, surveys conducted 
from time to time committees appointed to review problems 
of rural India, to look into the problems of financing of rural 
ventures and strengthening the economy. 
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There is no alternative to truth and therefore to 
research. Research means to get nearer to the truth, to 
understand the reality. Research has passion of mankind of 
all times. 
Research methodology is a specification of methods and 
procedure for acquiring the information needed. Research 
methodology contributes the blueprint for the collection, 
measurement and analysis of data. It ' is a way to 
systematically solve the research problem. It is the sum total 
of the steps adopted for doing the research work along with 
the logic behind them. 
Since a researcher has to work in a practical situation, 
one is required to set one self to the task of translating the 
idealized design into a realistic working producer i.e. the 
practical research design. The practical research design 
results from adaptation of the scheme of optional 
requirement of research to the practical requirements of a 
study in such a manner that compromises between the ideal 
and practical aspect are not accomplished at the cost of 
scientific virtue. 
Hypothesis 
The study would test the following hypothesis:-
1. The NABARD has failed to fulfil its objectives with 
regard to financing and credit disposal, cheaper costs 
due to low level of management efficiency, and too 
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much attention on loaning to priority sectors with little 
attention on recovery ratio, more political consideration 
on loaning and financing, defective laws of recovery 
and dependence on Government for directors. 
2. The present strategy of the management would not 
serve the mission of the NABARD in the liberalized 
economy and it has to change its strategy accordingly. 
Outline of the Study 
The work is divided into six chapters including one on 
summary of findings and conclusions. 
The first chapter deals with the Introduction. The 
second chapter covers Need and Source of Agriculture 
Finance in India. The third chapter discusses Evolution and 
Perspective of NABARD. The fourth chapter is Structure of 
Organization and Management Pattern of NABARD. The fifth 
chapter discusses the Role of NABARD in Rural Financing. 
The sixth chapter of the work gives Conclusion and 
Suggestions. 
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Need and Source of Agriculture Finance 
in India 
In the economic history of a country, banking and 
bankers have always occupied a respectable place. In case of 
India also "there is plenty of evidence to show that even 
prior to the advent of occidental ideas, India was not a 
stranger to conception in of banking". Chanakya's 
Arthashashtra (about 300 B.C.) is full of facts to show that 
there were in existence powerful guilds of merchants bankers 
who received deposits, advanced loans and carried on other 
banking functions. Manu in his Smiriti, has written 
considerably on such types of activities by a section of 
persons of the society. It was the foreign invasions from 6^^ 
century onwards and consequent political instability that 
seriously undermined their status and standing. But 
individual bankers continued to prosper so much so that the 
famous Dilwara Temple of Mount Abu "is said to have been 
built by two bankers during 1197 and 1247 A.D. Mr. J.B. 
Travernier, a French traveller in 17th century, has mentioned 
that practically every village of India was having a shroff 
who according to him acted as a banker. During the Mughal 
period, the indigenous bankers were fairly prominent in the 
financing of trade and the use of instruments of trade. 
Need and Source of Agriculture Finance in India 
Emperor Aurangzeb in his regime conferred the title of 'Seth' 
on the most eminent banker of his time known as 
Maneekchand. Seth Maneekchand and his five other brothers 
were equally great bankers. Emperor Farrukhsiyar conferred 
on Fatehchand, nephew of seth Manekchand, the title of 
"Jagat Seth" the banker of the world. The house of Jagat Seth 
Virtually came to occupy the position of the Rothschild's of 
India and rendered great assistance so the East India 
Company, in the early days of the British advent. Lord Cleve 
in 1859 is said to have entertained Jagat Seth for four days at 
a cost of.Rs. 17.374. In those days the revenue of the East 
India Company was collected primarily through these 
indigenous bankers of various districts particularly in 
Bengal. 
But banking in the modern sense came to be established 
in India with the setting up of three Presidency Banks-the 
Bank of Bengal in 1806, the Bank of Bombay in 1840 and the 
Bank of Madras in 1843. These were successors to agency 
houses, which invariably combined banking with their 
commercial and trading activities, and were floated by the 
East India Company to facilitate the borrowings of the 
Government and maintenance of credit. These presidency 
banks were amalgamated in January 1921 into the Imperial 
Bank of India. The intention was to create a Central Bank in 
the country with monopoly of note issue and serve as 
bankers ' bank and a government bank. To begin with, it was 
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shareholder 's bank until its transformation as the state Bank 
of India in July 1955. By this time, a number of joint stock 
company banks had come to be established after the 
acceptance of the principle of limited liability in 1860. The 
year 1860 is therefore, considered to be a landmark in the 
banking history of India as it was after wards that some of 
the well-known banks were formed-the Bank of Upper India 
(1863), the Allahabad Bank (1865) the Bangalore Bank (1868), 
the Alliance Bank of Simla (1874), etc. Indian-managed joint 
stock banks also began to be floated; the first being the Oudh 
Commercial Bank in 1881, followed by the Punjab National 
bank in 1894. Then the Swadeshi Movement of 1906 gave rise 
to the Bank of India, the Indian Bank at Madras, the Central 
bank of India, the Bank of Baroda, and the like. 
The two world wars proved a boon to the banking 
industry when many large and small banks were started. A 
good proportion of them stood the test of time and survived 
the subsequent crises, especially the Great Economic Crash 
(1929-33). But at least an equal number of them failed and 
fell like the leaves of autumn as soon as the boom and 
prosperity of the war was over. Though the Reserve Bank of 
India was constituted in 1935, much could not be done in 
respect of bank failures till the Banking Companies Act was 
put on the statute book in March 1947. It changed the whole 
approach towards commercial banking and Government came 
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to recognize it as a positive instrument for faster economic 
development. 
Sources of Agricultural Finance 
It would be incorrect to categories the Indian banking 
system into modern and indigenous, or into organized and 
unorganized sectors. If at all it has to be classified, the basis 
should be nothing else then functional, where its constituents 
are: " 
> Cooperative Banks 
> Land Development Banks 
> Indian Commercial Banks-Scheduled and Non-
scheduled 
> Regional Rural Banks 
> Agricultural Refinance and Development 
Corporation 
> Agricultural Finance Corporation Ltd 
> State Bank of India and its Associates 
> National Banks for Agriculture and Rural 
Development 
Cooperative Banks 
The establishment and growth of Cooperative is 
regarded as one of the important instruments for economic, 
social and cultural development as well as human 
advancement in developing countries.2 
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The cooperative credit movement was officially 
launched in India in 1904 after the famous prescription of 
Nicholson to "Find Raiffeisen". It represents a three-tier 
structure-Primary Agricultural credit societies (PACSs) 
forming the ground floor, the central cooperative banks 
(CCBs) the middle level, and the state cooperative bank 
(SCBs) the top floor as the open institutions whereas the 
Primary societies deal directly with individuals, the central 
banks deal with primaries and are in turn dealt by the state 
cooperative banks. To begin with, the primary credit 
societies were established with unlimited liability but now 
limited liability is accepted principle as it is with central and 
state cooperative banks and land development banks. 
Banking laws (Application to cooperative societies) Act 1965 
with affect from March 1, 1966, the date on which this Act 
come into force, these state cooperative banks and primary 
non-agricultural credit societies which have a paid-up capital 
and reserves of not less than Rs. 1 lakh have been brought 
within the regulatory framework of the Reserve Bank. 
Accordingly, the name of the banking companies Act was 
changed into Banking Regulation Act. The number of 
licensed cooperative banks coming under the purview of the 
banking Regulation Act, as on June 30, 1982, numbered 1634 
comprising 30 SCBs, 346 SCB and 1258 PACs. 
An integrated approach to development calls for a well 
conceived development and productive plans duly supported 
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by a well-knit infrastructure, service facilities and timely 
credit through institutions. To bring about change such as 
structural, economic and social is not a quick or easy task. 
Cooperatives offer one way, perhaps the best way to attack 
these problems at the grass root level. A cooperative society 
is an organization, which has as its objective the proportion 
of the economic interest of its members or the promotion of 
thrift, self common economic needs, so as to bring about 
better living better business and better methods of 
production. Thus cooperatives have a major responsibility in 
the total effort to improve and develop communities.^ 
Cooperative method of banking or any other business 
has been applauded by most of the theorists as well as by the 
people in the practical lines of business. But especially in the 
countries like India, which have been stamped as 
'underdeveloped' , this method is of overwhelming 
importance. In India, the need for capital is enormous but its 
supply is not sufficient. This is due to the low rate of capital 
formation through savings. The banking business in the 
country has been in the hands of big capitalists who never 
care to mobilize their funds in the common interest of the 
people except in the cases they receive huge profits. Their 
landing policies are such that only a small number of top 
class businessmen can get loans from these banks. 
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In such a situation, cooperative banks can play a vital 
role in the finance of developing economy. Agriculture is the 
main industry in India but that is out of the reach of the 
commercial banks in the country. It is only cooperative banks 
that can help the agriculture since they are established on the 
lines of cooperative and the rise, which is there in business, 
is distributed among all the persons equally. Cooperative 
banks can also be more successful in collecting deposits in 
small amounts from the villagers. Developing Indian 
economy offers a vast scope for the application of 
cooperation in its various forms. The socialist pattern of 
society necessitates the creation of a large number of 
decentralized units, both in industry and agriculture. 
In its report published in 1954, the All India Rural 
Survey Committee laid emphasis on a coordinated scheme of 
the development of cooperation in India involving 
cooperative credit cooperative economic activity and 
cooperative education. "The prevailing conditions cannot be 
transformed by the very persons who are oppressed and 
rendered weak by their very existence. The forces of 
transformation have at least to be powerful which are sought 
to be counteracted. Such forces can be generated not by 
cooperation alone but by cooperation in conjunction with the 
state". This recommendation of the Rural Credit Survey 
Committee Report is being implemented by the organization 
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of s ta te pa r tne red coopera t ion in the sphere of credi t and 
other economic activities."* 
Network of Cooperative Credit Structure 
Flow Chart 
i 
Short-term Structure Long-term Structure 
^ 
SCBs 
Two-tier 
PACSs (4,946) 
SCBs 
Three-tier 
•^ r 
DCCBs 
^ r 
PACSs (87.736) 
^ 
SLDBs 
Federal 
Branches (1,172) PLDBs (733) 
Source: Bhubon, Chandra Barah, Report of APO symposium on Agricultural credit in Tokyo 
1999, Asia Productivity, Tokyo 2001, p. 167 
The coopera t ive credi t sector consis ts of s tate 
coopera t ive banks (SCBs), s tate land d e v e l o p m e n t banks 
(SLDBs), central coopera t ive banks (CCBs), p r imary 
agr icu l tu ra l credi t societ ies (PACs), p r imary land 
d e v e l o p m e n t banks (PLDBs) and pr imary coopera t ive banks 
(PCBs).5 
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Primary Agriculture Credit Societies 
As indicated in the beginning the primary agricultural 
credit societies (PACs) constitute the foundation of the three-
tier Cooperative credit structure being developed over the 
past several decades with a view to institutionalize farm 
credit in the country. Latest additions to these societies are 
the Farmer's Service Societies (FSS) and the Large Size 
Adivasi multi Purpose Cooperative Societies (LAMPS). The 
main features of these three types of societies may be seen in 
the chart given below:^ 
Distinguishing Features of Different Types of Primary 
Agricultural Credit Societies 
Features 
1 
Area Coverage 
Type of 
beneficiaries 
PACS 
2 
Generally a small area of not 
less than 2,000 hectares of 
cropped areas. 
Generally all types of 
farmers (big, medium and 
small) 
FSS 
3 
A large area of 
operation extending 
up to a block or 
population of 10,000 
All farmers and 
other rural 
households 
including rural 
artisans, 
agricultural 
labourers, etc. 
LAMPS 
4 
Area up to a block 
or a tehsil 
Mainly tribals 
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Nature of Credit 
business 
Short-term crop loans and 
medium-term loans for 
agricultural and allied 
activities. 
Multi-term 
multi-purpose 
credit. 
and Short-term, 
Medium-term and 
long-term loans 
including 
consumption loans 
Structure of 
non-credit 
business 
Supply of farm inputs, 
distribution of essential 
commodities, etc. 
Package of services Package of services 
including supply of 
consumer goods 
and marketing of 
minor forest 
produce and other 
products of 
members 
Management (a) Full time paid secretary, 
(b) Board of Directors 
consisting of 11 members of 
whom not less than 50 per 
cent shall represent weaker 
sections 
(a) Whole-time 
Managing Director 
and Functional 
Specialist. 
(b) Board of 
Directors consisting 
of 11 members of 
whom five shall be 
representatives of 
weaker sections and 
two shall be elected 
from among other 
members besides 
two nominees of the 
Registrar of 
Cooperative 
Societies, one 
nominee of the 
financing bank and 
the Managing 
Director, ex-officio. 
(a) Whole-time 
Managing Director 
and other staff. 
(b) Board of 
Directors consisting 
of 11 members of 
whom five shall be 
elected from among 
tribal members, 
besides two 
nonunees of the 
Registrar, 
Cooperative 
Societies, one 
nominee of the 
financing bank and 
the Managing 
Director, ex-officio. 
Sources : Chobey, B.N., Agricultural Banking in India, Supplemental Role of Commercial 
Banking, National Publishing House, N. Delhi 1994, p. 170 
Central Cooperative Banks 
In the formal sense, cooperation was launched in India 
in 1904. The original schemes of cooperation provided for 
organization of Primary Agricultural Credit Societies at the 
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village level with a view to reduce the exploitation of the 
poor peasants by the private money-lenders. It did not 
contemplate the organization of federal societies to function 
as financing agencies for the village primaries, which in most 
cases could not mobilize adequate financial resources 
through share capital from members, and thus failed to meet 
the ever increasing demand for agricultural credit by 
farmers. 
In order to mitigate the above problems faced by the 
primaries, the Central Government passed another 
cooperative legislation in 1912. The Act of 1912 provided for 
the organization of higher federal societies. Taking 
advantage of the new enactment, primary cooperative credit 
societies in compact areas federated themselves into banking 
unions and formed Central Cooperative Banks which in view 
of their financial strength and management competence were 
expected to moblise funds through various kinds of deposits 
and divert the flow of funds from urban areas to village 
societies most of which where starving for want of funds. 
Thus, Central Cooperative Banks as federal institutions-
formed, composed and governed by primary societies 
themselves, came to be organized all over the country. 
The National Bank for Agriculture and Rural 
Development Bill, 1981, already passed by the Parliament in 
December 1981 for establishment of a national bank for 
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agriculture laid down the following definition of a Central 
Cooperative Bank: 
"Central Cooperative Bank" means the principal 
cooperative society in a district of a State, the primary 
object of which is the financing of other cooperative 
societies in that district. 
"Provides that in addition to such principal society in a 
district, or where is no such principal society in a 
district, the State Government may declare any one or 
more cooperative societies carrying on the business of 
financing other cooperative societies in that district to 
be also or to be a central cooperative bank or central 
cooperative banks within the meaning of this definition. 
Following the recommendations of the All-India Rural 
Credit Survey Committee (1954), the structure of Central 
Cooperative Banks was rationalized and small banking 
unions/Central Cooperative Banks in a district were 
reorganized into a single District Central Cooperative Bank 
with a view to make it strong and viable institution. Thus, 
Central Cooperative Banks constituted the second tier in a 
three tier cooperative agricultural Credit structure in the 
country.7 
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State Cooperative Bank 
The s ta te coopera t ive bank is the open ins t i tu t ion of the 
coopera t ive credi t s t ruc tu re . These banks act as a banking 
m e d i u m be tween centra l coopera t ive bank and s ta te 
coopera t ive banks (SCBs) acts as the banker of banks in 
respect of central coopera t ive banks . These banks also link 
the coopera t ive credi t societ ies wi th the coun t ry money 
marke t . Cent ra l coopera t ive banks are gu ided and supe rv i sed 
by these open banks . The s ta te coopera t ive bank general ly 
p rov ides shor t and m e d i u m term loans to centra l coopera t ive 
banks . The m e d i u m te rm loan is p rov ided on s l ight ly h igher 
rates.8 
The state coopera t ive banks p rov ide long- te rm credi t 
t h r o u g h p r imary agr icu l tura l credi t societ ies, farmer services 
societ ies and large size adivas i mul t i pu rpose societ ies of 
farmers.9 
The fol lowing char t gives an idea about the pos i t ion of 
a State Coopera t ive Bank in the three- t ier coopera t ive credi t 
and bank ing s t ruc tu re : 
State Cooperative Bank i 
1 T \ 1 1 \ \ [ 
Central CCB CCB CCB CCB CCB CCB Central 
Coop. Coop. 
Bank Bank 
1 \ 1 1 \ 1 
PACS PACS PACS PACS PACS PACS PACS PACS 
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It is evident from the above structure that a State 
Cooperative Bank derives its strength and support from the 
Primary Agricultural Credit Societies (PACs).io 
As mentioned earlier most of the Union Territories were 
served by a two-tier structure comprising of a state 
cooperative bank at the state level and the PACs (Primary 
Agricultural Credit Societies) at the village level. This is a 
departure from the accepted three-tier pattern contemplated 
under the Integrated Scheme of Rural Credit recommended 
by the All-India Rural Survey Committee. 
Although the official policy regarding the three-tier 
pattern continues to be the same, there have been 
controversies between the three-tier and the two-tier 
structure of the Cooperative.^i 
National Commission on Agriculture Recommends FSS 
The National Commission on Agriculture, which has 
examined in depth the requirements and problems in respect 
of credit services for small and marginal farmers and 
agricultural labourers had come to the conclusion that the 
existing cooperatives had failed to take care of small and 
marginal farmers. The commission also found that even 
commercial banks had failed to reach the small and marginal 
farmers. It also observed that whatever credit was made 
available to the farmers through cooperative or commercial 
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banks it was not integrated with easy availability of inputs, 
extension and other services for supporting production and 
successful marketing which resulted in inadequate and 
ineffective end-use of credit. 
In the light of their findings, the Commission 
recommended the organization of Farmers' Service Societies 
(FSS) for each tehsil/block or any other viable unit of 
convenient size with as many branches as might be required 
in the area.^2 
Bawa Committee Recommends LAMPS 
In the meantime, a special Study Group was appointed 
to go into the institutional arrangement for the providing 
agricultural credit and other facilities for the development of 
agriculture and allied activities in certain backward tracts 
and Adivasi/Tribal areas. 
From the above discussion, it may seen that at the 
primary level three types of cooperative organizations have 
been accepted, namely PACs? FSS and LAMPS, the 
comparative feature of which is already indicated earlier. 
The primary structure, therefore, comprised of 1.13, 124, 
1.577 and 1,424 LAMPS as on 30.06.1978.i^ 
Land Development Bank 
The LDB (Cooperative & Rural Development Banks 
grant medium and long-term advances against the 
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conveyance of land as security. The duration of such loans is 
generally 5 to 20 years, and their common purposes are (i) 
repatriation of old debts, (ii) purchase of land (iii) purchase 
of livestock and costly agricultural equipments (iv) 
consolidation and improvement, of holdings and (v) effecting 
permanent improvement in the productivity of land. Why 
their earlier name of land mortgage banks was restrictive and 
the new designation better places their role in providing 
investment credit for improved agriculture. Although the 
first such bank was established at Punjab in 1920, the real 
beginning of the movement was made with the formation of 
the central Land Mortgage Bank in Madras in 1929 and then, 
the lead Avas followed by many other states. 
These have been established on cooperative lines 
because of the merits of cheaper management better 
information about credit worthiness of clients and the 
availability of Government subsidy.^^ 
The All-India Rural Credit Survey Committee was in 
favour of a two-tier structure of land mortgage banking 
(1954) in the country, which contemplated the establishment 
of a Central Land Mortgage Bank in each State affiliating 
Primary Land Mortgage Banks at the taluka or district level. 
According to the Committee, all the areas in a State should 
be gradually covered by Primary Land 
Mortgage/Development Banks to be ultimately affiliated to 
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the Apex Central Land Mortgage Banks at the state level. The 
Primary Land Mortgage Banks were preferred as the 
Committee thought that they could play a very useful role in 
the involvement of the beneficiaries in the process of 
development, assessment of the credit needs of the 
borrowers, examination of loan applications for improvement 
of land and supervision over the use of loans with the help of 
intimate local knowledge and experience which could not be 
otherwise done effectively by a branch of a Central Land 
Mortgage Bank. For those States in which land mortgage 
banking had not yet started, the Survey recommended that in 
the first instance a Central Land Mortgage Bank should be 
organized and this Bank should take initiative to open 
branches in the districts and subsequently convert them into 
Primary Land Mortgage Banks.^^ 
Central Land Development Bank also undertakes to 
develop long-term banking in the country. For that it extends 
necessary help and assistance to the Government in the 
implementation of schemes of agricultural and cooperative 
development in the area of its operation. The State Land 
Development Bank coordinates the policies and programmes 
of long-term banking with that of other organs of the 
cooperative banking structure engaged in dispensing short 
and medium-term credit. They provide the necessary links to 
the whole system with the RBI, ARDC and the Government. 
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By issuing Rural Debentures it helps in mobilisation of 
rural savings and creates favourable conditions under which 
capital formation in the agricultural industry might be made 
possible. 
The Rural Development Banks save the small and 
medium agriculturists from the clutches of private 
moneylenders, stop alienation of lands, distress sales and 
help them in effecting permanent improvement on their lands 
and in productivity. 
As an apex organization it is the main pivot for the 
organs of long-term credit structure and acts as a friend, 
philosopher and guide for all the Primary Land Development 
Banks affiliated to it.^'' 
Commercial Banks 
At the close of the 19"^ century, the Swadeshi movement 
led to the establishment of banks ov/ned and run by Indian 
capital and management. The Punjab National Bank was the 
first such bank established in 1895. A number of other banks 
with Indian capital and management were established in the 
beginning of 20*'! century such as the Bank of India Ltd. in 
1907, the Bank of Baroda Ltd. in 1908 and central Bank of 
India 1911. In 1920, the three presidency banks were 
amalgamated to form the Imperial Bank of India. During the 
pre-world war II period the banking business witnessed 
tremendous growth, so much so, that by 1939 there were 1500 
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Joint Stock Banks operating in India, some of which were tiny 
establishment, and were later liquidated, while some other 
later on, got amalgamated with other banks. All these banks 
were, however, established at important trading centers, and 
catered to trading centers and to the needs of growing trade 
and commerce. 
Till the end of the 19"^ century, various banks in India 
were catering to the needs of trade and commerce and were, 
providing service to the people of cities and towns. 
Indian banking system recorded rapid progress. This 
was due to plan economic growth, increase in money supply, 
growth of banking control and guidance by Reserve Bank and 
the nationalization of banks, etc. 
In 1950-51 there were 430 commercial banks but the 
number of banks declined rapidly due to the Reserve Bank's 
policy of mergers amalgamations of small banks with big 
banks, as a measure of strengthening the banking system. In 
1960-61, for instance, there were 256 small non-scheduled 
commercial banks but in 1979-80 there were only 6 such 
banks; the rest of them were merged with bigger banks and 
had became large banks, themselves. In 1985, there were 256 
reporting scheduled commercial banks in the country. 
Commercial banks can be divided into two groups: 
public and private sector banks. The public sector group is 
the most important and consists of the State Bank of India 
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along with its seven affiliates and 20 other nationalized 
banks.'9 
The promulgation of the ordinance dated 19'^ July, 1969 
ring the acquisition of the following Private Mercial Banks by 
the Central Government: 
> The Central Bank of India, Limited 
> The Bank of India, Limited 
> The Punjab National Bank of India, Limited 
> The Bank of Baroda, Limited 
> The United Commercial Bank, Limited 
> Canra Bank, Limited 
> United Bank of India, Limited 
> Dena Bank, Limited 
> Syndicate Bank, Limited 
> The Union Bank of India, Limited 
> Allahabad Bank, Limited 
> The Bank of Maharashtra, Limited 
> The Indian Overseas Bank, Limited^o 
Subsequently, the Ordinance was replaced by the 
Banking Companies (Acquisition and Transfer of 
undertakings) Act, 1969, which came into force from 9*^  
August 1969. The names of the above mentioned 14 banks 
were incorporated in the first schedule of the Act after 
dropping "The" prefix and suffix "Limited". Otherwise, the 
identity of all these banks has been kept intact and they are 
.If- <i\ 
L( Ace.N-. ;^ i 
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functioning as usual. The property in these banks now vests 
in the Union GovcrntncMit as per the provisions of the Aet. 
Nationalisation of 6 More Banks 
On April 15, 1980, the President of India issued an 
Ordinance nationalizing 6 more banks each with demand and 
time liabilities in India of not less than Rs. 200 crores. The 6 
banks were: 
> The Andhra Bank, Limited 
> The Corporation Bank, Limited 
> The New Bank of India, Limited 
> The Oriental Bank of Commerce, Limited 
> The Punjab & Sind Bank, Limited 
> The Vijaya Bank, Limited 
With the nationalization of above 6 banks, the number 
of public sector banks excluding Regional Rural Banks 
increased from 22 to 28 (comprising the State Bank of India, 
and its 7 subsidiaries and 20 nationalised banks). The share 
of the public sector banks in the total outstanding deposits 
and credit of the commercial banking system went up to 91% 
each; it was 84% each prior to nationalization.21 
Regional Rural Banks 
The Government of India announced a 'New Economic 
Programme' called the 'Twenty-Point Economic Programme' 
on luly 1, 1975 (soon after the declaration of Emergency on 
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June 25, 1975). Some of the points specifically aimed at 
ameliorating the lot of weaker sections of the rural society. 
These programmes contained a 'plan for liquidation of rural 
indebtedness through a legislation or moratorium on 
recovery of debts from landless labourers, small farmers and 
rural artisans.22 In July 1975, the Government of India issued 
guide lines to the State Governments asking them to take 
suitable legislative action to ensure that all the debts of 
marginal farmers holding upto 2.5 acres of unirrigated land 
are treated as totally discharged, and those of the small 
farmers holding land between 2.5 to 5 acres are suitably 
scaled down, and to declare through the courts a moratorium 
on the recovery of loans for a period of one year. Similar 
scaling down of loans for farmers holding irrigated land as 
per defined conversion ratios was also to be ensured. It was 
felt that these legislative actions will in all likelihood dry-up 
the sources of finance for the village people, and the 
traditional sources will start demanding exorbitantly high 
rates of interest for supplying credit to the poor farmers, 
therefore, the Government of India seriously considered 
devising new alternative sources of credit to meet the needs 
of the weaker sections of rural society. It was in this context 
that the Government of India felt the necessity of 
establishing rural banks as 'new institutions on the basis of 
attitudinal and operational ethos different from those 
operating in the public sector.2^ The idea of such new rural 
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banks emanated from the considerations of (a) lowering the 
costs of rural banking, and (b) operating such banks with 
local staff in an environment which the poor people in the 
villages would find most homely. In order to further 
rationalize and operationalize this idea, the Government of 
India appointed a working group on Rural Banks, under the 
Chairmanship of M. Narasimhan on July 1, 1975 to examine 
in depth the setting up of new rural banks as subsidiaries of 
public sector banks to cater to the credit needs of the rural 
people.24 The working Group submitted its report on July 30, 
1975. 
Based largely on the scheme recommended by the 
Working Group on Rural Banks, the first set of 5 Regional 
Rural Banks was set up in October 1975. The scheme of 
Regional Rural Banks as accepted and implemented by the 
Government of India differed greatly from the concept of 
' rural banks' advocated by the Banking Commission of 1972, 
except in so far as it involved the Commercial Banks as 
equity holders in same proportion-through that ratio was 
also different from the ratio suggested by the Banking 
Commission. 
The RRBs were to be set up mainly 'with a view to 
developing the rural economy by providing for the purpose 
of development of agriculture trade, commerce, industry and 
other productive activities in the rural areas, credit and other 
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facilit ies, par t icular ly to the small and margina l farmers , 
agr icu l tura l labourers , a r t i sans and small e n t r e p r e n e u r s , and 
for mat te rs connected therewi th the incidental thereto.^5 
Each RRB will be sponsored by a Scheduled Commerc ia l 
Bank (mainly a Public Sector Bank), which shall ini t ia te the 
proposal in consul ta t ion with the concerned State 
Gove rnmen t s , and will finally come into being u n d e r licence 
from the RBI wi th the approva l of the Centra l Gove rnmen t . 
The sponsor ing bank will p rov ide assis tance to the RRB by 
subscr ip t ion to its share capital equal to 35% of its issued 
and paid up capi ta l , and by p rov id ing manager ia l and other 
staff ass is tance wi th in the first five years of its exis tence on 
mutua l ly agreed, terms and financial ass is tance th rough 
ref inancing on mutua l ly negot iable terms.-^ 
Dantwala Committee on Regional Rural Banks 
RBI appo in ted a commit tee unde r the C h a i r m a n s h i p of 
Mr. M.L. Dantwala to examine the work ing of Regional Rural 
Banks. The main f indings may be summar i zed as follows: 
> With some modif ica t ions in their o rgan iza t ion and 
funct ioning, the RRBs "can become a very useful 
componen t in the totali ty of rural credi t s t ruc tu re 
> The Dantwala commit tee was convinced that wi th in a 
shor t per iod of two years . RRBs have d e m o n s t r a t e d 
their capabil i ty to serve the pu rpose for which they are 
es tabl i shed . 
> The RRBs have es tabl ished " thei r image as a new type 
of ins t i tu t ions ca ter ing to the credi t needs of a class of 
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bor rowers to whom ins t i tu t ional credi t was here to not 
avai lable . 
> Hence , the Dantwala Commit tee does not a p p r o v e of 
the idea of sc rapp ing of RRB s t ruc tu re 
> The RRBs are well su i ted for the p u r p o s e of 
"progress ive ly filling up the credi t gap in the rura l 
sec t ion" . 
> Hence , the p r o g r a m m e for the es tab l i shment of more 
RRBs deserves to be accelera ted. 
> In the Dantwala Commi t t ee ' s v iew es t ab l i shmen t of 
RRBs will not d i s tu rb the coopera t ive credi t s t ruc tu re at 
the base level" . It is assured that the r eo rgan ized 
p r imary Agr icul tura l Coopera t ive credi t societ ies and 
Farmers service societ ies , whe the r they can be 
effectively o rgan ized will cons t i tu te " the base of the 
rura l credi t s t ruc tu re" . 
> RRBs should "Funct ion at the in t e rmed ia te level" 
> As rega rds RRBs re la t ionsh ip with the coopera t ive 
ins t i tu t ions at the in t e rmed ia te level (Central 
Coopera t ive Bank, Distr ict Centra l Coopera t ive Banks) 
and at the retail level (i.e. Pr imary Agr icu l tu ra l 
Coopera t ive Credi t Societies and Fa rmer ' s Service 
Societies) are weak and inadequa te , RRBs can fill up the 
gap" . 
> In the first ins tance, RRBs should be ex tended to such 
areas where the Centra l Coopera t ive Banks (i.e. DCC 
Banks) are not able to adequa te ly serve p r imary credi t 
societ ies wi th in their ju r i sd ic t ion . Where the 
coopera t ive s t ruc tu re at the in te rmedia te level (i.e. DCC 
Banks) is fairly s t rong , the ques t ion arises as to whe the r 
RRBs and the Coopera t ive pa t t e rn at the i n t e rmed ia t e 
level can co-exist. 
The Dantwala Commi t t ee was of the op in ion that " the 
credi t was of the op in ion that " the credi t gap , both 
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quantitative and qualitative, is so large that given a spirit of 
understanding both RRBs and central cooperative banks can 
function side by side without a class of interest. This means 
that the most relevant criterion for the selective extension of 
RRBs at the state level and the cooperative credit structure at 
the district level". In as many as 182 districts, the DCC Banks 
are w^eak, the 48 RRBs, established covered 55 of these 182 
districts. To start with the programme of establishing new 
RRBs should be jointly chalked out by the Agricultural Credit 
Department of RBI and the Department of Banking 
operations and Development of RBI in consultation with the 
state Governments and Commercial Banks. 
> Commercial banks operating in the 'commercial area' of 
RRB should be persuaded to 'progressively entrust their 
rural credit business which their rural branches are 
currently doing to RRB and its branches, keeping in 
view RRBs capacity to shoulder the responsibility. 
> In the opinion of the Dantwala Committee, "the total 
replacement of rural branches of commercial banks by 
RRBs and their branches over a period of time would be 
acceptable to commercial banks and be welcomed by the 
rural clientele". 
> There has been since 1969 rapid expansion of rural 
branches of commercial banks. The Dantwala 
Committee has suggested that the Reserve Bank may 
discuss with the Commercial Banks "the policy of 
extension of their rural branches during the first phase 
of selective establishment of RRBs. The Committee has 
recommended that the Government of India and the 
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Reserve Bank may take steps to initiate the process of 
making RRBs an integral part of the rural credit 
structure". 
> The Dantwala Committee was of the opinion that 
"ideally the jurisdiction of a rural bank (RRBs) should 
be confined to one district. Since the size and the state 
of economic development of districts vary a great deal, 
it is advisable to retain some flexibility in this and other 
related matters Naturally one RRB should cover a 
population of 10 to 15 lakhs. From the angle of financial 
viability and managerial efficiency, the reasonable 
number of branches (per district) of each RRB will be 
between 50-60. Each RRB branch would cover 
approximately a population of about 20,000.27 
Major Recommendations of the Working Group on Rural 
Banks 
The working Group took note of the fact that while the 
major strength of the cooperative credit institutions lies in 
the local feel of the village society, the main strong point of 
commercial banks has been its professional management. The 
working group also took note of the weaknesses of both the 
cooperative institutions as well as the commercial banks, and 
realized that there does exist a gap on the rural credit scene 
both in terms of functional needs as well as geographical 
coverage. It further noted that steps have to be taken to meet 
the financial needs of the landless labourers, small and 
marginal farmers and village artisans who have been often 
neglected by both the cooperative, as well. Commercial 
Banks. With these considerations in mind, the Working 
Group made the following recommendations: 
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1. that new institutions to be called 'Regional Rural Banks' 
be set up which should be State sponsored, Regionally 
based and Rural-oriented Commercial Banks, and 
should combine the 'local feel' and familiarity with 
rural problems, which cooperatives possess, and the 
degree of business organization, ability to mobilize 
deposits, access to central money markets and a 
modernized out-look which the Commercial Banks 
have.2« 
2. that the major objective of these banks should be to 
mobilize resources from the region, and deploy them 
within the same region. 
3. that the areas of operations of various credit 
institutions, including Regional Rural Banks, should be 
judiciously planned so as to avoid duplication, and that 
the role of the regional rural banks should be 
supplement to and not supplant, the other institutional 
agencies in the field.29 
4. that the area of operation or region for each such bank 
should be an economic region, possibly a backward 
region with homogeneous agro-climate and socio-
economic conditions, and holding out promise and 
potential for development. It need not necessarily be a 
district.-^0 
5. that the major thrust of the lending activities of these 
banks (50 percent at the minimum) should be towards 
providing productive credit for small and marginal 
farmers, landless labourers, the small traders, the rural 
artisans and the like belonging to the weaker sections of 
the rural society, though the lending to some richer 
farmers should not be excluded. Consumption loans 
could also be given by these banks to the poorer 
sections of the rural clientele upto a specified limit in 
genuine cases."^^ 
6. that these banks should be Scheduled Commercial 
Banks, with authorized capital of Rs. 1 crore, and initial 
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issued paid up capital of Rs. 25 lacs which should be 
contributed by the Government of India, sponsoring 
Commercial Bank, concerned State Government and 
other institutions or individuals in the proportion of 
50:25:10:15 respectively.^2 
7. that the sponsoring commercial bank should be the 
Lead Bank of the area. 
8. that the new banks should not follow the organizational 
hierarchy, high wage structure procedures, systems and 
behavioural pattern or the culture of the existing 
commercial banks. Consequently while it envisaged that 
initially the managerial personnel and some other staff 
may have to be borrowed from the sponsor banks, it 
required the rural banks to prepare long term plans to 
recruit and train the necessary staff preferably from 
local manpower resources. 
9. that these banks should exercise utmost economy in the 
establishment expenditure; and 
10. that init ially about five banks be set up to opera te in 
selected areas . The expans ion in the n u m b e r of banks 
and their extension to other areas shou ld be cons ide red 
after eva lua t ing the exper ience gained from the work ing 
of these banks . 
The Gove rnmen t of India accepted the 
r e c o m m e n d a t i o n s of the Work ing Group after consu l t a t ions 
wi th the Chief Minis ters of the States , Cha i rman of Public 
Sector Banks, Cha i rman of the Federa t ions of the State 
Coopera t ive Banks and the State Land Deve lopmen t Banks. 
The Gove rnmen t of India p romulga t ed an o rd inance on 
Sep tember 26, 1975 to p rov ide for the incorpora t ion and 
regu la t ion of the Regional Rural Banks. Ini t ial ly five 
Regional Rural Banks s ta r ted work ing from Oct. 2, 1975 in 
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four s ta tes . The first five banks se t -up u n d e r the Regional 
Rural Bank (Ordinance) were located at M o r a d a b a d and 
G o r a k h p u r in Uttar Pradesh , Bhiwani in Ha ryana , Ja ipur in 
Rajasthan, and Malda in West Bengal. The Regional Rural 
Bank Act replaced the o rd inance , 1976 on February 9, 1976. 
The Gove rnmen t also dec ided to set up a total of 50 RRBs by 
the end of March 1977 with an expected total n u m b e r of 785 
b ranches . Each RRB was expected to open a m i n i m u m of 20 
ope ra t ing branches wi th in the first year of its ope ra t ion and 
20 to 30 more branches in the second year to cover all 
re la t ively u n b a n k e d or u n d e r - b a n k e d centers in the area of 
its opera t ion . The G o v e r n m e n t of India expected the 60 RRBs 
to be able to land Rs. 300 crores for one full year of their 
opera t ion ; and consequent ly set a target of Rs. 5 lacs per 
b ranch per year for depos i t mobilisaion."^^ 
Agricultural Refinance and Deve lopment Corporation 
The Agr icu l tura l Refinance Corpora t ion was set up on 
July 1, 1963. However , in order to reflect more clearly the 
p romot iona l and deve lopmen t role being p layed by the 
Corpora t ion in agr icu l tu re , its name was changed to 
Agr icu l tu ra l Refinance and Deve lopmen t Corpo ra t i on 
(ARDC). The Corpora t ion essent ia l ly was a ref inancing 
agency and p rov ided ass is tance to those agr icu l tu ra l 
d e v e l o p m e n t projects which could not be financed by other 
ins t i tu t ions ei ther because of the large out lay involved or 
because the projects could not be b rough t wi th in the normal 
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rules business of those institutions. Its establishment was 
recognition of the fact that if commercial and other 
institutions were to embark on agricultural finance on a large 
scale, refinance had to be provided. The main objectives of 
the Corporation were: 
(i) Provision of medium and long-term credit by way of 
refinance to the primary lenders for facilitating 
agricultural development. 
(ii) Grant of credit otherwise than by refinance up to a 
maximum period of 25 years to approved cooperative 
societies. 
(iii) Subscribe to the debentures of any eligible institutions, 
whose payment of interest and repayment of principal 
were fully granted by concerned State Governments. 
(iv) Perform certain development and promotional functions 
such as locating growth pockets, and rendering 
necessary expertise for formation, appraisal and 
implementation of development projects. 
With the establishment of the National Bank for 
Agriculture and Rural Development (NABRD) in July 1982, 
all the functions of ARDC have been taken over. But in 
retrospect, since its inception in 1963 up to the end June 
1982, the Corporation sanctioned 19,611 schemes with the 
commitments and disbursements amounting to Rs. 4,650 
crores and Rs. 2,808 crore respectively.•^'* 
Agricultural Finance Corporations Ltd. 
Soon after the scheme of social control over banks was 
f inal ized, the agr icu l tu ra l finance co rpora t ion was 
es tab l i shed on Apri l 10, 1968 as a consor t ium of commerc ia l 
66 
Need n)id Source of Agriculture h'itiance in Indin 
banks . The main th rus t of the AFC activi t ies is in the area of 
'project formula t ion ' with special aUenlion io bcukward 
areas and the weaker sections.^5 
It has comple ted the formula t ion of its c o m m a n d area 
d e v e l o p m e n t projects. These projects aim at rea l iz ing the full 
po ten t ia l of the inves tments made by u n d e r t a k i n g , among 
o thers , minor i r r igat ion, consol ida t ion of land ho ld ings 
d e v e l o p m e n t of land and wa te r resources and in f ras t ruc ture 
facilities crop p lann ing and agr icu l tu re extens ion and 
d e v e l o p m e n t of small marg ina l farmers and agr icu l tu ra l 
labourers.^6 
To make bank ing ins t i tu t ion an effective source of rura l 
f inance va r ious new schemes such as the Lead Bank Scheme 
(LBS), vi l lage Adopt ion Scheme (VAS), Service Area Plan 
(SAP), In tens ive Cent re Scheme (ICS) and Regional Rural 
Bank Scheme (RRBs) were in t roduced . 
State Bank of India (SBI) 
The bank was es tabl i shed on 1 July 1955 by tak ing over 
the ent i re assets and l iabil i t ies of Imperia l Bank of India . 
This is the biggest commercia l bank, which s t ands itself in 
"A" Class by itself. ^^  
Other commercia l banks en tered in the field of 
agr icu l tu ra l and rura l f inance. Since 1968, the SBI has been 
p rov id ing credi t in this field since its incept ion. The SBI 
g ran t s direct advances to farmers for all agr icu l tu ra l 
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operations and not merely be used for substitution of any 
existing institutional credit channel. The factors, which 
govern the eligibility of the proposals for agricultural 
advances, are primarily the progressiveness of the farmers 
and the economic viability of their schemes. The SBl also 
provides its financial assistance for special farming activities 
such as animal husbandry, dairy farming, pisciculture, 
peggery and poultry farming horticulture and fruit 
cultivation. The SBl also provides finances to agro-industries 
corporations to enable them to purchase tractors, powder-
tillers, pumpsets, etc. and extend hire purchase facilities to 
farmers for the purchase of agricultural machinery and 
equipment, custom service units and the storage and 
distribution of agricultural inputs like fertilizers, pesticides 
and seeds etc. 
To facilitate the financial assistance to Indian farmers, 
the SBl has created agricultural credit cells at its local head 
offices and at the head offices of the subsidiaries as also in 
strategic locations. These cells have been entrusted to the 
appropriate officers who coordinate the work of agricultural 
finance in their respective circles and subsidiaries. The SBl 
also caters to training arrangements with agricultural 
universities and with the Bankers. Training College of the 
RBI, Agricultural department officials of various State 
Governments have also been taken on a deputation basis for 
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assisting the bank in implementation of its various schemes 
in the field of agricultural development. 
Committee to Review the Arrangements for Institutional 
Credit for Agriculture and Rural Development 
(CRAFICARD) 
The committee to Review the arrangements for 
institutional credit for agricultural and rural development 
(CRAFICARD) appointed by the Reserve Bank, which in its 
report submitted in 1981 examined the role of RRBs in the 
rural credit system, and made some observation. The 
important among them accepted by the Government of India 
for its far-reaching consequences are: ^^  
(i) As these banks were more suitable for rural 
development work, preference should be given to them 
with regard to licensing of branches in the rural areas: 
(ii) The Reserve Bank may take necessary steps to facilitate 
the transfer of eligible business of rural commercial 
bank branches to the RRBs when such proposals were 
presented. 
(iii) The losses in the initial years should be made good by 
the shareholders 
(iv) Various facilities provided by the sponsor banks should 
continue for a period of 10 years and 
(v) The control, regulation and promotional responsibility 
of RRBs should be transferred to the newly proposed 
National Bank for Agriculture and Rural Development 
(NABARD) from the Government of India and the 
Reserve Banks. 
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National Bank for Agriculture and Rural Development 
The NABARD has emerged as an apex refinancing 
institution for agricultural and rural credit in the country 
since July 1982. It has taken over refinancing functioning 
from the RBI in respect of State Cooperative Bank and 
Regional Rural Bank. It has also taken over the ARDC and 
now it provides all types of production and investment credit 
to agriculture, small-scale industries and other allied 
economic activities. 
In short the rural credit has been provided by different 
agencies in Commercial Banks, Cooperatives, Private 
Institutions and individuals. In view of more credit 
requirements it was recommended to establish. NABARD to 
look into the rural credit to meet agricultural requirements of 
the country. 
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Chapter 3 
Evolution and Perspective of NABARD 
Introduction 
After looking at agricultural position and existing 
credit institutions by the Agricultural Finance Committee 
(Gadgil Committee Law) found that cooperatives cannot be 
proved reliable for balanced and planned distribution of 
credit. In view of the Committee the progress of the 
cooperatives was very slow and uneven. Therefore, the 
Committee concluded that an autonomous public corporation 
should be established for agricultural credit. The operation 
of the corporation should be in supervision of State but day 
to day working and normal business to be conducted on 
independent basis. The Committee cited the examples of 
several countries.^ 
All-India Rural Credit Survey Committee (1951-54) also 
examined the question of setting-up of all-India organization. 
The Committee disfavoured the idea of such corporation 
because there were cooperatives and other banking 
institutions already available to provide agricultural finance. 
In their view, the RBI has appropriate resources, the 
i.i'oliilioii iiiul /'r)s/'i'(7/ir I'/ /V/\/>/\/\'P 
personnel and experience along with stalulorv powers lo 
look after the agricultural credit structure in the country. 
The Committee on Cooperative Credit (V.L. Mehta 
Committee, 1960) appraised for widening the riBI's 
contribution in long-term operations fund on large scale. It 
did not favour any separate corporation for agricultural 
development. Accordingly, in Third Five Year Plan a suitable 
legislative action was taken to set-up a Development Finance 
Corporation for Agriculture. In the Plan, the functions of the 
corporations were elaborated in the following terms: 
"Corporation will purchase debentures floated by 
Central Land Mortgage Banks in the normal course and will 
also provide funds for schemes for increasing agricultural 
productions which are remunerative in character but involve 
considerable investment or long period of waiting, such as, 
rubber, coffee, cashew nut anci areca nut plantations, 
irrigation, contoured bonding and soil-conservation and 
development of orchards and fruit gardens. The loans 
advanced by the corporation will be channelised through tiie 
Central Land Mortgage Banks."2 The Agricultural Refinance 
Corporation was set up in 1963. In 1965, the idea of a 
National Agricultural Bank was received again bv the 
Committee on Cooperation (Mirdha Committee). After 
reviewing the role of RBI, in the sphere of agricultural credit, 
the Committee recommended for taking up necessary steps lo 
75 
establ ish a Nat ional Coopera t ive Bank which wou ld ai I as an 
apex of the coopera t ive strut tiire of i red i l in the eounl rv . 
In 1969 the All-India Rural Credit Review Commi t t ee 
rejected the p roposa l to de-l ink activit ies of agr icu l tu ra l 
credi t from the RBI and place it under the Nat ional Level 
Agr icu l tu ra l Bank. The Commit tee sugges ted that 
agr icu l tura l policv should be formula ted . Accordinglv , a 
s ta tu tory Agr icu l tura l Credi t Board for formula t ion , review 
and modif icat ion of agr icu l tu ra l policy, was es tabl i shed and 
the Board replaced the earl ier s t and ing Advisory Commi t t ee 
on Rural and Coopera t ive Credi t . * 
The Admin i s t ra t ive Reforms Commiss ion of 1970 also 
d i s favoured the creat ion of a separa te bank for agr icu l tu re . 
The Commiss ion observed, "While the need for grea ter and 
more po in ted a t ten t ion to agr icu l tura l f inancing was 
irrejectable. It sugges ted to establ ish an agencv for this 
p u r p o s e wi thou t a direct link with the Centra l Bank of the 
count ry , was open to ser ious object ion." ' 
The Banking Commiss ion of 1972 favoured combin ing 
the ARDC and the AFC to form a new ins t i tu t ion wi th in (he 
RBI complex, but s t ressed that all shor t - te rm finance should 
be u n d e r the control of a single au thor i ty , that is the RBI. Ihe 
Nat iona l Commiss ion on Agr icu l ture of 1976 exhor ted the 
RBI to take s teps in accordance with its his tor ic role to 
" in teg ra t ing the total s t ruc tu re for f inancing agr icu l tu re and 
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rural developinent from ground level upwards right iipto the 
creation of an Agriculture Development Bank of India as the 
apex organization.'"' 
Genesis of NABARD 
The Bank has been the off shoot of the recommendations 
of the National Commission on Agriculture. The Commission 
had suggested that to overcome difficulties being faced bv 
farmers in obtaining credit and other inputs, an integrated 
approach should be adopted for the supply of services and 
inputs including credit. The Commission had recommended 
that all types of credit needs should be met through a single 
integrated agency leading up to an agricultural development 
bank at the apex. It was also suggested that such a bank 
could consolidate expertise and experience of various 
national level agencies into a single national organization 
directing the flow of agricultural credit according to the 
needs. 
At the instance of Government of India, RBI appointed a 
Committee to Review arrangements for Institutional Credit 
for Agriculture and Rural Development (CRAFICARD) in 
1979. The Committee sought to review, examine, inter alia, 
the structure and operations of ARDC in the context of an 
increasing need for term loans for agriculture and the 
feasibilitv of integrating short-term and medium-term credit 
^( AwC. N - , ^ - , 
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s l ruc lu re with long- term i r ed i t s l ruc lu re al na l ional , slalo 
distr ict and vil lage levels/^ 
"The CRAFICARD examined in detai l , a r g u m e n t s in 
favour and against the es tab l i shment of a Nat iona l Bank for 
Agr icu l tu re . The Commit tee found a number of gaps and 
deficiencies in the exist ing a r r angemen t s from top to bot tom. 
Thev also did not agree with the view that e s tab l i shment of a 
separa te al l-India o rgan iza t ion will make credi t cost l ier for 
the u l t imate bor rower . The Commit tee also felt that the new 
ins t i tu t ion being equal lv respons ib le as the RBI will manage 
the ent i re credi t opera t ion in such a manner as wou ld help 
ma in t a in ing p roper f inancial d iscipl ine ensu r ing the hea l th 
of the sys tem as a whole . The analogy of IDBI as an a r g u m e n t 
for the es tabl i shment of a nat ional bank was not accepted bv 
the Commi t t ee , since the new bank would have to deal not 
onlv wi th long- term funds as the IDBI does , but also with 
shor t - t e rm credit . 
The Commit tee felt that the device of a s t a tu to rv bod\ ' 
for pol icv-making for agr icu l tu ra l credit had not worked in 
the manner envisaged bv the All-India Rural Credi t Review 
Commi t t ee . I'hev observed that in the mean time the 
p rob lems of agr icu l tura l credit have not onlv g rown in 
complexi tv and size but also merged in the larger tasks of 
rural deve lopmen t . In view of the s i tuat ion, thev fell that Ihc^  
need lor "An Organ iza t iona l Device" for p rov id ing 
und iv ided a t tent ion , forceful di rect ion and pointed focus to 
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credit problems arising out of integrated rural development. 
The Committee, therefore, came to the following conclusions: 
"Therefore, the committee is convinced that the balance 
of advantage in the present context lies in setting up a 
national level bank with close links with the RBI. However, 
we envisage the role of the RBI as one of spawning, fostering 
and nurturing the new banks, somewhat in the same manner 
as the ARDC. We would cast a special responsibility on the 
RBI to develop the new institution which in our view is a 
logical step in the organizational evolution of the RBI itself".' 
The concept of national bank was given by 
CRAFICARD. The Committee to review arrangements for 
institutional credit for agricultural and rural development 
considered various names suggested for a national level 
organization and came to the conclusion that the national 
level bank should be known as National Bank for Agriculture 
and Rural Development (NABARD). NABARD has been 
conceived by CRAFICARD as an exercise in decentralization 
of the Central Bank's functions of providing all kinds of 
production and investment credit to agriculture, small-scale 
industries, artisans, khadi and village industries, handicrafts 
and other allied economic activities in an integrated manner 
with tindivided attention, pointed focus and forcefvil 
direction. NABARD was established, in terms of the 
preamble of the Act, "for providing credit for the promotion 
of agriculture, small scale industries, cottage and village 
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industries, handicrafts and other rural crafts and other allied 
economic activities in rural areas with a view to promoting 
integrated rural development and securing prosperity of 
rural areas. NABARD took over the functions of the erstwhile 
Agricultural Credit Department (ACD), Rural Planning and 
Credit Cell (RPCC) of RBI, and Agricultural Refinance and 
Development Corporation (ARDC). The Bank was estahlished 
with a paid up capital of Rs. 100 crores equally subscribed by 
Government of India and RBI.^ 
Objectives of NABARD 
The bank was set-up as an apex institution to meet the 
growing and diverse credit needs of the agricultural and 
rural sector. The bank is a specialized institution in the field 
of agricultural credit and is able to tackle the problems 
arising from integrated rural development. It was supposed 
that the institution will successfullv undertake the functions 
of apex refinance institution in the country for short, medium 
and long-term financing of agriculture and allied activities, 
which would also include marketing, processing, storage and 
rural enterprises. For this, the bank will combine in itself the 
developmental and financial role. 
As the apex institution it is concerned with policv, 
planning and operations in the field of agriculture credit and 
other economic activities in rural areas. The main objectives, 
which guide the functioning of National Bank, are:"* 
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(i) To provide refinance to eligible inslilulions, vi/,., 
SLDBs, SCBS, Scheduled CBS and RRBs for supporting 
production and investment credit for developmental 
activities in rural areas. 
(ii) To improve the absorptive capacity of the credit 
delivery system through institution building by 
monitoring, formulation of rehabilitation schemes 
restructuring of credit institutions, training of 
personnel etc. 
(iii) To coortiinate the activities of different agencies 
engaged in developmental work at the field level and to 
keep liaison with Government of India, State 
Governments and RBI anci other national level 
institutions connected with policy formulation, and 
(iv) To undertake monitoring and evaluation of projects 
refinanced by it. 
The major objectives, which guide refinance support for 
different activities though, the eligible institutions by 
National Bank are: 
(i) To support national policies for increasing agricultural 
production and rural employment through efficient use. 
(ii) To reduce regional imbalance; 
(iii) To make equitable distribution of growth ensuring 
credit support to the weaker section of the society 
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through special programmes like the Integrated Rural 
development Programme (IRDP) 
(iv) To increase the credit absorptive capacity of the credit 
dispensation; and 
(v) To improve quality of lending through proper control of 
technical and financial parameters and propagation of 
the payment ethics. 
Functions of NABARD 
The main functions of the bank under the NABARD Act 
of 1981 are as follows: 
A. Credit Functions 
1, Production and Marketing Credit 
The Bank mav provide bv v^av of refinance, loans and 
advances, repayable on demand or on the expiry of fixed 
periods not exceeding eighteen months, of State Cooperative 
Bank regional rural banks, or to any financial institution or 
to any class of financial institutions, which are approved by 
the Reserve Bank in this behalf, for financing. 
(i) agricultural operations or the marketing of crops, 
(ii) the marketing and distribution of inputs necessary for 
agricultural development, 
(iii) any other activity for the promotion in the field of 
agriculture and rural development. 
82 
I'.i'olulioii mid l\'i-^iH\tii\' of NAllARD 
(iv) bonafide commercial or tracio transactions, 
(v) the production or marketing activities of artisans or of 
small-scale industries, industries in the tiny and 
decentralized sector, village and cottage industries or 
those engaged in the field of handicrafts and other 
crafts. 
The securities for getting refinance may be stocks, funds 
and securities other than immovable property in which a 
trustee is authorized to invest monev bv anv law for the time 
being in force and also against promissory notes supported 
by documents of title to goods. Such documents should be 
transferred/assigned or pledged to the borrowing institution 
as securitv for loan or advance made for anv of the above-
mentioned purpose/purposes . 
According to the circumstances, the NABARD may 
consider to accept in lieu of the actual assignments on anv 
such security in favour of it. In this regard the declaration 
should be in writing from the borrower. In such declaration 
it sliould be stated that it liolds such title to goods as may be 
set out in the declaration and containing such other 
particulars as may required by the Bank. 
The NABARD may also grant loans and advances to any 
SCB if the loan or advance is fully guaranteed for repayment 
of principal and interest by Government. Furliier, any SCB 
which is a scheduled bank may be provided such loans and 
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advances if the loan or advance is secured eilher by a bill ol 
exchange or promissory note executed by the CCBs and 
assigned in favour of SCB. 
Such loans and advances should also be made by 
NABARD repayable on demand or on the expiry of the fixed 
period not more than eighteen months against promissory 
notes of a SCB or RRB or any approved institution. For such 
accommodation, the borrowing institution should furnish a 
declaration in writing setting the purpose of the loans and 
advances and such other particulars as may be required by 
the NABARD. 
2. Rescheduling of loans 
Where the National Bank is satisfied that owing to 
unforeseen circumstances the rescheduling of any loans and 
advances made to artisans, small scale industries, industries 
in the tinv and decentralized sector, by any state cooperative 
bank, regional rural bank or any such financial institution 
falling under such class of financial institutions as may be 
approved by the Reserve Bank in this behalf, has become 
necessary, it may provide to such bank or institution such 
financial assistance as it may deem fit by way of loans and 
advances repayable on the expiry of fixed periods not being 
less than eighteen months and not exceeding seven years 
against such securities as mav be specified in this behalf by 
the National Bank. 
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3. Investment Credit-Medium Term: 
The National Bank shall provide such financial 
assistance as it may consider necessary by way of making to 
State cooperative banks, regional rural banks, loans and 
advances repayable on the expiry of fixed periods not being 
less than eighteen months and not exceeding seven years 
against such securities as may be specified, in this behalf, by 
the National Bank and such loans or advances may be made 
lor agriculture rural development or such other purposes as 
the National Bank may from time to time determine. 
Therefore, loans or advances shall not be made under 
this category to a SCB unless such loan or advance is fully 
guaranteed as to the repayment of the principal and payment 
of interest by State Government. But such guarantee may be 
waived bv the NABARD if other security to the satisfaction 
of the Bank is furnished, or if, the Bank is satisfied that the 
guarantee or other security is not necessary. 
4. Purchase and Sale of Share 
The National Bank may contribute to the share capital 
of, or purchase and sell share of, or invest in the securities of 
any institution concerned with agriculture and rural 
development, which the Central Government may notify in 
consultation with the Reserve Bank. 
5. Loans to State Governments for Share Capital 
Contribution 
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The National Bank mav grant loans and advances to 
State Governments, repayable on the expiry of fixed periods 
not exceeding twenty years from the dale ol making s m h 
loans and advances, from the National Rural Credit (hong-
term Operations) Fund established under Section 42 for 
enabling them to subscribe directly or indirectly to the share 
capital of a cooperative credit society. 
6. Security for Credit 
The loans advances granted to an iristitution other than 
a scheduled bank under the head "Other investment Credit" 
'Loans to State Governments for Share Capital Contribution 
anci "Direct Loans" are subject to be fully and 
unconditionally guaranteed by the government as to the 
repayment of principal and payment of interest. The 
guarantee shall not be required in such case where the 
borrowing institution has furnished the security to the 
satisfaction of the Board. 
The accommodations from NABARD under the head 
'other Investment Credit and Issue of Guarantees' shall not 
be granted to any scheduled bank unless such scheduled 
bank furnishes security to the satisfaction of the Board. 
In any case no guarantee or security shall be required in 
which the Board for reasons to be recorded by it in writing, 
decides having regard to the nature and the scope of scheme 
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or schemes for which accommodation is granted by NABARD 
that such security or guarantee is not necessary. 
7. Issue of Guarantees: 
The National Bank may guarantee with the prior 
approval of the Central Government and on such terms and 
conditions as may be agreed upon deferred payment in 
connection with the purchase of capital goods due from a 
cooperative society approved by the RBI in this behalf or 
such other institutions which may be approved by the central 
Government in this behalf on the recommendation of the RBI. 
The guarantee may also be issued for such deferred payments 
regarding capital goods due from any other person. It should 
be guaranteed to the NABARD by a state land development 
bank or state cooperative bank or a Scheduled Bank. 
8. Conversion Loan for Production Credit 
NABARD may also provide such financial assistance to 
SCBs, and other approved financial institutions for a period 
upto seven years for the following purposes: 
(i) to pay any dues to the NABARD for credit extended for 
financing agriculture or agricultural operations; 
(ii) to make to CCB or PACs loans or advances repavable on 
the expiry of fixed periods not being less than eighteen 
months and not exceeding seven years, from the date of 
making such loans or advances by wav of 
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cooperative banks or societies for agriculture or 
agricultural operation for reimbursement of such loans 
or advances which have been converted into loans or 
advances repayable on expiry of fixed periods not being 
less than eighteen months and not exceeding seven 
years. 
9. Investment Credit Medium Term 
If the NABARD considers necessary, it may provide 
such financial assistance bv v^av of loans and advances to 
SCBs and RRBs. Such loans and advances shall be repayable 
on the expiry of fixed periods not being less than eighteen 
months and not exceeding seven years. It may be provided 
against such securities as may be specified by the NABARD 
in this behalf and such loans and advances mav be made for 
agriculture, rural development or such other purposes as 
determined bv the NABARD from time to time. 
No loan or advance shall be made under the categorv to 
a SCB unless it is fully guaranteed as to the repayment of 
principal and payment of interest by the State Government. 
But the Bank may waive such guarantee if the other security 
for the Bank's satisfaction is furnished or the Bank is 
satisfied that the guarantee or other security is not necessary. 
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10. Other Investment Credit 
The NABARD may provide financial assistance (or 
promoting agriculture and rural development. For the 
purpose the bank may sanction loans and advances by way of 
refinance on such terms and conditions as the NABARD mav 
think fit to impose. Such assistance is provided to a SCB or a 
scheduled bank or any other financial institution approved 
by the RBI in this behalf and also rescheduling the payment 
of such loan and advances. 
The maximum period for the repayment of such 
assistance shall not exceed tv^enty five years for both, i.e., 
whether originallv or by rescheduling the payment. 
Purchasing may also provide such assistance or selling or 
subscribing to the bonds or debentures issued by any bank or 
institution (mentioned above). The period of repayment of 
such assistance shall not exceed twentv five vears from the 
date of issue of such loans and advances. 
This type of refinance assistance may be granted for 
artisans, small-scale industries, industries in the tiny and 
decentralized sector village and cottage industries and those 
engaged in the field of handicrafts and other rural crafts and 
also for rescheduling the payment of such loans and 
advances. This assistance may be provided either through a 
state cooperative bank or through a scheduled bank. The 
Bank may impose the terms and conditions for granting such 
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assistance. The maximum period of such loans and advances 
or rescheduling the payment shall not exceed twenty five 
years. 
Under this category NABARD may also provide loans 
and advances repayable on demand or on expiry of a fixed 
period not exceeding eighteen months for the purposes 
mentioned in earlier paragraphs. It may also include 
rescheduling of the same into long-term loans, which may be 
made in favour of such bank and for such period the Bank 
deem it fit. 
11. Direct Loans 
NABARD may make loans and advances otherwise than 
by way of refinance of any institution as may be approved by 
the Central Government on such terms and conditions 
(including security) and repayable within such period not 
exceeding twenty five years. The NABARD may deem fit. 
12. Amount and Securities to be held in Trust 
Any sum of money which a borrowing institution has 
received in repayment or realization of loans and advances 
refinanced wholly or partly by the NABARD shall, to the 
extent of the accommodation granted and remaining 
outstanding be deemed to have been received by the 
borrowing institution in trust for the NABARD, and shall 
accordingly be paid by such institution to the NABARD, as 
per the repayment schedule fixed by the NABARD. Further, 
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where an accommodation had been granted to borrowing 
institutions,all securities held, or which may be held by such 
borrowing institutions an account of any transaction in 
respect of which such accommodation has been granted by 
NABARD, shall be held by such institutions in trust for 
NABARD. 
13. Power to Call for Repayment before Agreed Period 
NABARD may require any borrowing institution to 
which it has granted any loan or advance to discharge 
forthwith in full its liabilities to the NABARD. 
(i) If it appears to the Board that false or misleading 
information in any material particular was given in the 
application for the loan or advance; or 
(ii) If there is a reasonable apprehension that the borrowing 
institution is unable to pay its debts; or 
(iii) If the borrowing institution has failed to comply with 
any of the terms of its contract with NABARD in the 
matter of loan or advance, or 
(iv) If for any reason, it is necessary to protect the interests 
of the NABARD. 
14. Validity of Loans or Advance not to be questioned 
In the absence of any contrary arrangement contained in 
any other law for the time being in force, the validity of any 
loan or advance granted by NABARD, under the provisions 
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of the NABARD act, 1981, shall not be called in question 
merely on the ground of non compliance with the 
requirements of such other law as aforesaid or of any 
resolution, contract memorandum, articles of association or 
other instrument. 
15. Power to impose conditions for Accommodations 
The NABARD is authorized to impose such conditions 
as it may think necessary or expedient for protecting its 
interests, in entering into any transaction related to its 
functions. 
16. NABARD cannot grant loans against its Bonds or 
Debentures 
The National Bank is not allowed to grant any loan or 
advance on the security of its own bond or debentures to any 
of the borrower agency in any form. 
17. National Bank to have Access to Records 
The National Bank has the right to have free access to 
all records of any institution which avails any of credit 
facility of NABARD. The Bank also can have free access to all 
such records of any such person who seeks to avail any credit 
facilities from such institution. In such cases perusal may 
appear to NABARD which is necessary in connection with the 
providing of finance or other assistance to such institution or 
the refinancing of any loan or advance made to such person 
by the borrowing institution. The NABARD may require any 
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institution or person to furnish to it copies of any of the 
records, in such circumstances the institution or the person, 
as the case may be shall be bound to comply with such 
requisitions. 
18. Commission 
The NABARD may record commission or other 
consideration in respect of rendering of any services related 
to its various credit functions and other functions. 
B. Other Functions of the NABARD 
The NABARD may also perform some other functions 
discussed below: 
(a) Coordination, Study and Consultation 
NABARD shall coordinate its operations and the 
operations of various institutions engaged in the field or 
rural credit. It shall maintain expert staff to study all 
problems relating to agriculture and rural development. It 
shall also be available for consultation to Central 
Government, the RBI, the State Governments and the other 
institutions engaged in the field of rural development. 
(b) NABARD may act as an Agent 
The NABARD may act as an agent for the Central 
Government or a State Government or the Reserve Bank in 
the transaction of any business in respect of loans and 
advances granted or to be granted or bonds or debentures 
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purchased or subscribed for or to be purchased or to be 
subscribed for. 
(c) Training Facilities and Promotion of Research 
The NABARD may provide facilities for training, for 
dissemination of information and for promotion of research 
including, the undertaking of studies, researches, techno-
economic and other surveys in the field of rural banking, 
agriculture and rural development. For these purposes the 
Bank may make grants including grants by way of provision 
for fellowship and chairs to any institution. 
(d) Incidental Powers 
The NABARD may do all such things necessary or 
incidental to or consequential upon the exercise of its 
powers, discharge of its functions and the performance of its 
duties under the Act or under any other law for the time 
being in force. 
(e) Credit Information 
The NABARD may, for the purpose of the efficient 
discharge of its functions under the act, collect from or 
furnish to the Central Government, the RBI or any banking 
company or such other financial institutions as may be 
notified by the Central Government in this behalf, credit 
information or other information. 
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(f) Deposits and Investments 
The NABARD may invest its funds in promissory notes, 
stocks of the securities of the Central Government. It may 
keep its money deposits with the RBI or v^ith any agency of 
the RBI or in consultation with the RBI with a state 
cooperative bank or a scheduled bank. 
Challenges to Develop Cooperative Credit Institutions^" 
The cooperatives have been playing a very vital role in 
making agricultural credit available for agricultural 
prociuction which has been given the highest priority in our 
planning for economic development. Over the years, the 
major policy thrust in the field of agricultural credit has been 
its progressive institutionalization. 
Cooperative institutions continue to play a predominant 
role in supporting agricultural prociuction credit. As a matter 
of fact, the cooperatives have been considered as the most 
ideally suited institutions for dispensing rural credit in the 
Indian context. Thev have the advantages of having the large 
network in the form of primarv a'Trit^ultural credit societies 
(PACs), farmers service societies (FSS) and large sized 
adivasi multi-purpose cooperative societies (LAMPS). 
The short-term cooperative credit structure, comprising 
30 state cooperative banks, 369 central cooperative banks and 
92400 primary agricultural credit societies with a 
membership over 87 million constitutes the most important 
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component of the institutional credit system in India. Even 
though the structure has gained in strength at the apex level 
and to some extent at the district level. It continues to be 
weak in most of the states at the base level. Thus the first 
challenge faced by the National Bank was to pay its utmost 
attention to strengthening the cooperatives and 
strengthening the procedures for loaning so as to make them 
financially sound and operationally strong. In this 
connection, the National Bank took certain concrete steps in 
respect of the following: 
Reorganisation of Primary Agricultural Credit Societies on 
the Basis of Viability 
The Agricultural Credit Department of the Reserve 
Bank of India had initiated action in this direction even 
before National Bank was set up. However, a number of 
objectives sought to be achieved by this reorganization 
remained unaccomplished. On the suggestion of the Reserve 
Bank of India the state governments undertook a programme 
of reorganization of PACs and made sincere efforts to retain 
only those units, which were considered to be viable on the 
basis of loan business of at least Rs. 10 lakhs for each of the 
societies. Although the programme of reorganization had 
been completed inmost of the States, yet a large number of 
PACs continued to be non viable on account of low volume of 
business, increased establishment costs, high incidence of 
overdues and competition from commercial and regional 
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rural banks under multi-agency approach. The objective of 
the programme was to transform the PACs into trulv multi-
purpose service units with close interaction with members. 
Under this programme, the National Bank had offered 
financial assistance by way of additional share capital 
contribution, meeting the salary of an additional secretary, 
meeting a part of the cost of safe banking counter, godown, 
storage facilities etc. Since this was done on experimental 
basis in respect of selective societies, a specific funding 
arrangement is necessary to cover all the PACs so as to have 
countrywide impact on the working of the PACs. The 
CRAFICARD had suggested that formation of the Primarv 
Cooperative Development Fund to be set up by the State 
cooperative banks anci central cooperative banks and used 
for the development of the PACs. The suggestions, however, 
received a poor response. As a national level institution, the 
National Bank feels that in the larger interest of making 
PACs the real mini rural banks, it is necessary to pursue this 
idea vigorously. Central assistance for augmenting the DDF 
may be necessary. 
The problem of willful default which is widely 
prevalent in the cooperative credit system is being viewed 
verv seriouslv by the National Bank as several expert 
committees have opined that willful default should be dealt 
with severelv and no mercy should be shown to them. The 
Regional Offices of National Bank have already taken up this 
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issue with the respective state governments for expeditious 
disposal of all execution proceedings filed by the 
cooperatives. 
While the problem of overdues, whether arising out of 
willful or non-willful defaults, should be tackled in the 
manner as stated above. It is imperative that the members of 
PACs who repay their loans do get fresh finance for carrying 
on their agricultural operations. While the financial 
discipline introduced by RBI/NABARD no doubt aims at 
continuous credit support for agricultural production 
programme by re-cycling scarce resources, it has to be 
ensured that those who repay are not denied credit for want 
of adequate resources. The National Bank has examined this 
aspect and introduced a scheme of Instant Fresh Finance to 
members of PACs who repay their dues in full. This scheme 
is applicable to central cooperative banks, which are eligible 
for short-term agricultural operations limit (SAD) or already 
enjoy such limit, but are not able to draw upon the limit due 
to deficit in the non-overdues cover and also cio not have 
adequate resources of their own to provide fresh finance to 
members of PACs who have already paid their earlier dues. 
Under the scheme, the banks are allowed to draw on the 
credit limit sanctioned without insisting on non-overdues 
cover or compliance with the seasonal discipline for 3 
months from the commencement of the major lending crop 
season to the extent of crop loans recovered from their 
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members, or the amount of fresh advances to be made to such 
members, whichever is higher. 
In short the NABARD is assigned a number of functions 
and has successfully its achieved objectives. In this 
background the next chapter deals with the Structure of 
Organization and Management Pattern of NABARD. 
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Chapter 4 
Structure of Organisation and 
Management Pattern of NABARD 
The very success or failure even the survival of a rural 
development programme depends on its management. When 
we talk of management, we mean those few men-the 
executives or programme directors or managers, who are 
most concerned with giving directions to the entire 
operations. On the quality and performance of its managers 
and on the effectiveness of their directions, depends the 
overall productivity of the assets-both personal and material. 
Ineffective management cuts at the very roots of the 
development and its standing of any rural development 
programme. 
Further, any rural development programme or part of it 
cannot be seen as a separate entity of organizational 
development. Rural development programme must be seen in 
totality and as part of the organizational function or 
responsibility. As we all know an organization is a structure 
made up of two or more people who accept coordinated 
direction to achieve certain predetermined goals. It refers to 
total system of relationships, arrangements and procedures 
of which the structure is a component. In an organization, 
there will be a formal structure consisting of pattern of 
positions, and parts created by those in-charge of an 
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enterprise which forms the institutional framework within 
which it operates, and the informal structure, a pattern of 
relationships which grows up as a result of interaction 
between people in the organization and management. 
In any organization, there are four common aspects 
namely: (1) a set of objectives, (2) a set of individuals, (3) 
clearly differentiated responsibilities for its members and (4) 
structure or system of co-ordinative relationship. In rural 
development programmes too these four aspects are found 
interrelated. Functionally, this hierarchy of relationship is 
the locus Standi for allocating and integrating roles and 
facilities in order to achieve the goals of the social system. It 
is here in these relationships that the arrangement of status, 
the provision of facilities, the organization of procedures, the 
regulation of activity, and the evaluation of performance take 
place. And these deep relationships are keys for the success 
of rural development programmes.^ 
The operational efficiency of any financing/refinancing 
institution depends to a larger extent or organizational set-
up of administration and management. Before focusing our 
study on refinance operations of the NABARD, it would be 
appropriate to examine the organization and management 
which is the basis of the working efficiency of an 
organization or institution. According to Peter F. Drucker" a 
poor organization structure makes good performance 
impossible no matter how good the individual may be"2 In 
the same way, a good management is necessary to guide and 
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direct people who constitute an important part of an 
organisation. As impressed by Peter E. Drucker, that ".... 
Management is the organ the life giving cutting dynamic 
organ of the institution it manages.""^ The organizational 
structure may be defined as which is built up for realization 
of common objectives.* Thus "the success of management of a 
development bank depends to a great extent on its 
organizational set up, the degree of delegation of authority 
that exists and the extent of independence it enjoys in its 
day-to-day functioning.^ 
The term 'orgnisation'^ is used in structural sense as 
well as in functional sense. In the former sense, an 
organization is a structural device in which inputs are 
transferred into output and as a function it refers to the 
structure as relationship among positions and jobs, which is 
built up for realization of the common objects.'' 
The term 'management ' has been defined in different 
ways by various authors. Generally, all the definitions are 
relevant and true as they lay stress on different aspects of the 
management. So without going into analytical study of 
various definitions of the term 'management ' , we may use it 
to forecast to plan, to organize, to command, to coordinate 
and to control.8 
The management of NABARD vests in a Board of 
Directors. The Directors of NABARD comprises of Chairman, 
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Managing Directors representatives from RBI, GOI and State 
Government.9 
According to Section 5(1) of the NABARD Act 1981, the 
general superintendence, direction and management of the 
affairs and business of the National Bank shall vest in the 
Board of Directors, which shall exercise all powers and do all 
acts and things, which may be exercised or done by the 
National Bank. 
Under the provision Section 5 (2), subject to the 
provision of this Act, the Board in discharging its functions, 
shall act on business principles with due regard to public 
interest. 
Under the sub Section (3) of Section 5 of the NABARD 
Act 1981, subject to the provisions of Sub-Section (i) and save 
as otherwise provided in the regulations made under this 
Act, the managing Director shall also have power of general 
superintendence direction and management of the affairs and 
business of the National Bank and may also exercise all 
powers and do all acts and things which may be exercised or 
done by the National Bank. 
Under the provision Section 5 (4), any whole time 
director appointed under sub-section (3) of Section 6 shall 
assist the Managing Director in the discharge of his functions 
under sub-section (3) and perform such duties as the Board 
may entrust or delegate to him. 
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Under the Provision Section (5), in the discharge of his 
power and functions under Sub-Section (3), the Managing 
Director shall follow such directors as the Chairman may 
give. 
Under the Provision Section 5 (6), in the discharge of its 
functions under this Act, the National Bank shall be guided 
by such directions in matters of policy involving public 
interest as the Central Government, in consultation with the 
Reserve Bank may give in writing. 
Board of Directors 
Under the provision of sub-section (1) of the Section 6 of 
the NABARD Act, 1981, the Board of Directors of the 
National Bank shall consist of the following namely:-
> A chairman 
> Two directors from amongst experts in rural economics, 
rural development handicrafts and other rural crafts, 
village and cottage industries and small-scale industries 
or in any other matter, the special knowledge or 
professional experience in which is considered by the 
central Government as useful to the National Bank. 
> Three directors out of whom two shall be persons with 
experience in working cooperative banks and one with 
experience in the working of commercial banks. 
> Three directors from out of the directors of the Reserve 
Bank. 
> Three directors from among the officials of the central 
Government. 
> Two directors from amongst the officials of the state 
Government and 
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> A managing director who is assisted in his day to day 
working by chief General Manager, General Manager, 
Deputy General Manager, and other staff who are 
assigned specific roles in the Head Office and the 
Regional office. 
Under Section 6 and sub-section (2) of the NABARD Act 
1981, the chairman and other directors shall be appointed by 
the central government, in consultation with the Reserve 
Bank, that it is necessary to do, it may appoint one or more 
whole-time directors with such designations as may be 
deemed appropriate by that Government and any whole time 
director so appointed that also be a member of the Board. 
Hierarchical Levels:- A graph indicating hierarchical 
level/ t ier in National Bank is given below: 
Chairman 
MD (Managing Director) 
EDs (Executive Directors Grade F + ) 
GGM (Chief General Manager -Grade F) 
GM (General Manager - Grade E) 
DGM (Deputy General Manager Grade D) 
AGM (Assistant General Manager Grade C) 
nager - Grc Manager (Ma r - rade B) 
AM (Assistant Manager* Grade A) 
Clerks /Ass is tan ts /Typis t s /S tenographers /care takers /Hos te l 
Supervision (Group B Staff) Messenger s taff /Driver/Semi-
skilled/Skilled Staff (Group C Staff) 
Source : NABARD Training Centre, Lucknow 1996, p. 64 
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Concept of Balanced Board 
The Board of Management, which is nominated by the 
Government, carries out the administration of the NABARD. 
The Board of Management is represented by the Reserve 
Bank of India, Government of India, State Government and 
other institutions. 
Ch^rman 
f I T 
(Two Directors) 
1 
(Three Directors) 
1 
Eight Directors One Managing 
Director 
Exports in 
Rural Economics 
Two expert in 
Cooperative Bank 
One expert in 
Commercial Bank 
f ; 1 
Three of the RBI Three Official 
Of the Central Govt. 
Two official 
of the State Govt. 
The constitution of Board should be balanced one. In 
order to keep a well defined balanced board for a model bank 
like NABARD there must be representation from all segments 
of the society like technocrats, politicians, management, 
social workers, farmers industrialist etc. To some extent it is 
applicable in the constitution of the Board of Directors in 
these banks as people from varied interests are there. Some 
of the Board members belong to the different 
departments/branches. Some experts of different fields are 
also given directorship. The need is to develop a system of 
directorship in which persons having wide and varied 
experience in the spheres of banking, management, social 
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development of village industry and political economy will 
be represented on the Board of Directors. Only such a Board 
would be able to carry out efficiently and day-to-day 
business and policies of the NABARD for common interest of 
rural masses. 
NABARD has more or less similar Board of 
Management, which ordinarily meets once in a quarter of 
each year. The managing Directors may also call a requisition 
meeting under the Chairmanship of one of the Senior 
Directors, and in the absence of a Senior Director, an 
ordinary general meeting should be convened. In view of the 
present situation of the balanced board of the NABARD it is 
clear that the meeting shall be convene only by requisition or 
a normal ordinary meeting by the Directors. But in my view 
some alternative arrangements should also be followed to 
convene a meeting wherever required by the rural masses in 
order to solve their day-to-day problems. NABARD is 
established for the benefits of rural masses through 
Cooperatives and Regional Rural Banks. Hence the 
Cooperatives, Regional Rural Banks should also be permitted 
to requisition a meeting for their Agenda. 
Out of the total number of Directors of NABARD only 
two directors were experts in rural economics, three 
directors, out of whom two shall be the persons with 
experience in the working of cooperative banks and one with 
the experience working in commercial banks, three directors 
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of RBI, three directors representatives of the central 
government, two directors from amongst the officials of the 
state government and a managing director who is assisted in 
his day-to-day working by Chief General Manager. 
In view of the shortcomings of nominated directors 
mentioned above, the author recommends that there should 
be an increased number of directors which will balance the 
board one of the Directors should be appointed for a 
specified period i.e. 3 years to manage the NABARD 
accordingly. This will lead to the creation of a Balanced 
Board in the NABARD because Directors nominated by-the 
Central Government on advice of Reserve Bank of India as 
well as out of different areas will represent the commercial 
banks, rural areas, state government. Reserve Bank of India, 
central government and other experiences of various 
institutions. A balanced board will contain the master minds 
to the development of Rural Areas and the Board and the 
Directors which are having a comprehensive God gifted 
knowledge with business talents to give an impact to its key 
officers. The Chairman, the Secretary, Directors, Managing 
Directors, General Manager, Deputy General Manager and 
Regional officer-in-Charge etc. should also be men of proven 
competence in the technical and management field which will 
ultimately search for their proper training etc. The Directors 
are supposed to be the key officers who should develop 
cordial relationship with their subordinates so as to make 
effective teams-work. The policy formulation can come only 
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if there are competent persons at the top of the board for 
proper functioning. The people involved in the functioning 
should have been extremely sensitive towcirds financial and 
technical competence and have paid a little attention towards 
managerial skill and experience. There is an imperative need 
for executive development and managerial growth in the 
organisational set-up of other banks also. 
Legal Frame Work 
Term of office of Chairman and other directors, retirement 
and payment of fees:-
According to Section 7 (1) of NABARD Act 1981, the 
Chairman shall hold office for such term not exceeding five 
years and shall receive such salary and allowances as the 
Central Government may, at the time of appointment specify. 
Under Section 7 and sub section (1-A), not withstanding 
anything contained in sub-section (1) the Central 
Government shall have the right to terminate the term of 
office of the Chairman at any time before the expiry of the 
term specified under the sub-section by giving him a notice 
of not less than three months in writing or three months ' 
salary and allowances in lieu of such notice. 
Under the Provision of Section 7 (2), the directors of the 
NABARD appointed under clauses (b) to (f) for sub-section 
(i) of section 6 shall hold office for a term of three years. At 
the time of expiration of his term such director shall hold 
office until the joining of his successor. 
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Under the Section 7 (3), the Central Government may, in 
consultation with the Reserve Bank, remove the Chairman or 
any other director referred to in sub-section (2) at anytime 
before the expiry of his term of office after giving him a 
reasonable opportunity of show cause notice against the 
proposed removal. 
Under section 7 (4), the Chairman and the Directors 
referred to in sub-section (2) shall be paid such fees and 
allowances as may be prescribed for attending the meetings 
of the Board or of any of its committees and for attending to 
any other work of the National Bank, provided that no such 
fee shall be payable to the chairman or any other director, 
who is an officer of the government or an officer of the 
Reserve Bank. 
Term of office of Managing Director and whole-time 
directors conditions of service 
Under the provision of section 8 (1), the Managing 
Director and any whole time director appointed under sub-
section (3) of Section 6 shall:-
(a) hold officer for such term not exceeding five years as 
the central Government may at the time of appointment 
specify; 
(b) receive such salary and allowances and be governed by 
such terms and conditions of service as the Board may 
with the previous approval of the Central Government 
and in consultation with the Reserve Bank, determine; 
provided that the managing Director and any such 
whole time director appointed to the first Board shall 
receive such salary and allowances and be governed by 
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such terms and conditions of service as the Central 
Government may in consultation with the RBI 
determine. 
Under section 8 (2), the Central Government may in 
consultation with the Reserve Bank, remove the Managing 
Director or any whole time director appointed under the sub 
section (3) of section 6 at any time before the expiry of his 
term of office, after giving him a reasonable opportunity of 
show cause notice against the proposed removal. 
Under Provision Section 8 (3), notwithstanding 
anything contained in sub-section (1) or sub-section (2) the 
Central Government shall have the right to terminate the 
term of office of the Managing Director or of any whole-time 
director appointed under sub-section (3) of Section 6 consult 
the Reserve Bank. 
Disqualifications 
Under Provision Section 9 (1) The person shall be a 
director who 
> disqualifications is of unsound mind and stands so 
declared by a competent court; or 
> is or has been convicted of any offence which, in the 
opinion of the central Government, involves moral 
turpitude; or 
> is, or at any time has been adjudicated insolvent or has 
suspended payment of his debts or has compounded 
with his creditors. 
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According to Section 9 (2), the appointment as Director 
of any person who is a member of Parliament or the 
legislature of any state shall, unless within two months of the 
date of his appointment he ceases to be such a member, be 
void on the expiry of the said period of two months and if 
any Director is elected or nominated as a member of 
Parliament or of any state legislature he shall cease to be a 
Director as from the date of such election or nomination, as 
the case may be. 
Vacation and Resignation of Office by Directors 
Under the section 10 (1), if a director:-
> becomes subject of any of the disqualification 
mentioned in section 9;or 
> is absent without leave of the Board for more than three 
consecutive meetings thereof. In seat shall thereupon 
become vacant. 
According to Section 10 (2), any director may resign his 
office by giving notice thereof in writing to the Central 
Government, and on his resignation being accepted by the 
central Government or if his resignation is not sooner 
accepted, on the expiry of three months from the receipt 
thereof by the Central Government, he shall be deemed to 
have vacated his office. 
Meetings of the Board 
According to Sect ion 12 (1), the Board shal l meet 
at such t imes and places and shall observe such ru les of 
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procedure in regard to the transaction of business at its 
meeting as may be prescribed. 
Under Section 12 (2), the Chairman of the Board, or if, 
for any reason he is unable to attend any meeting, any other 
Director nominated by the Chairman on his behalf, and in the 
absence of such nomination, any other director elected by the 
Directors present at meeting, shall preside at the meeting of 
the Board. 
Under the provision of sub-Section (3) of section 12, all 
questions, which come up before any meeting of Board shall 
be decided by a majority of votes of the directors present and 
absent, the person presiding, shall have a second or casting 
vote. 
The board shall meet once a quarter in each year. The 
Managing Director shall convene the meeting of the Board in 
the absence of the Director. The meeting shall be ordinarily 
held at Bombay but if so directed by the Board, may be held 
at any other place in India. Any five directors may for the 
purpose of consideration of the business to be specified in 
their requisition, require the Chairman to convene a meeting 
of the Board. The Chairman shall, on receipt of such 
requisition, convene a meeting of the Board by giving a 
sufficient notice. The date of the meeting so convened shall 
not be less than 21 days from the date of the requisition. 
Except in respect of the first meeting of the Board, ordinarily 
not less than one clear fortnight's notice shall be given of 
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each meeting of the Board. Such notice shall be sent to every 
director to his registered address. If it is found necessary to 
convene an emergency meeting, a notice of not less than 
seven days shall be given to every director who is at that 
time in India, to enable him to attend. 
No business other than that for which the meeting was 
convened shall be discussed at a meeting of the Board, except 
with the consent of the Chairman of the meeting and a 
majority of the directors present, unless one clear week's 
notice has been given of the same in writing to the Chairman. 
Sir directors shall form a quorum for the transaction of the 
business at the meeting of the Board. A copy of the 
proceedings of each meeting of the Board shall be circulated 
for the information of the directors as soon as possible after 
the Chairman signs the minutes of that meeting. 
A resolution in writing circulated to all the directors in 
India and approved and signed by a majority of such 
directors who are then in India, one of whom shall be the 
Chairman, shall be valid and effectual and shall be deemed 
to be the resolution passed by the Board on the date on which 
it is approved and signed by the last signatory to the 
resolution. Any resolution passed as aforesaid shall be 
placed before the next meeting of the Board. 
The Board of Directors should be comprised of fourteen 
members excluding chairman according to the NABARD Act. 
Our analysis of composition of Board has revealed that there 
115 
Slnnliirc of ihj,^iiiiisiilioit iiiitl 
Muua^ciiiciil I'liltcni of N A t - M K D 
were only 12 directors appointed in year 1988-89 but tiiere 
were five directors appointed in year 1998-99. In 1999-2000, 
there were 9 directors nominated and in 2000-01, 5 directors 
appointed but there were 11 directors appointed in the year 
2002-03. As on 31*' March 2003, two vacancies under section 6 
(1) (b) and 6 (1) (g) of the NABARD Act, 1981 existed on the 
Board of Directors. As per the provisions of the Act, the 
directors from all disciplines should be nominated to provide 
a balanced shape to the Board and also to represent 
appropriately various sectors. 
During the year 1983-84, the Union Finance Minister Sri 
Pranob Mukherjee addressed the sixth meeting of the Board 
of Directors. The Board organized five meetings in the year 
1998-99 but in 1999-2000 and 2000-01 held four meetings in 
each year and six meetings in 2002-03. 
Committees of NABARD 
Executive Committee 
The Board of the NABARD may constitute an Executive 
Committee consisting of such number of directors as may be 
prescribed. This committee shall discharge such functions as 
may be prescribed or may be delegated to it by the Board. 
The Executive Committee of the NABARD shall meet at such 
times and places and shall observe such rules or procedures 
in regard to the transaction of business at its meetings as 
may be prescribed. 
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The Executive Committee shall consist of the Chairman, 
the Managing Director and other Directors nominated by the 
Chairman. These Directors should be from amongst the 
directors appointed under clauses (b), (c), (d) and (e) of the 
Section 6(1) and one of the whole time directors (if any). 
The regulations and such special and general directions 
as the Board may give from time to time, the Executive 
Committee shall have all the powers of the Board to transact 
the usual business of the NABARD except powers in relation 
to matters which are specifically reserved by the Act to the 
Board. 
The Chairman may call a meeting of the Executive 
Committee ordinarily once in two months at Bombay on such 
date and such time as he may specify. For this a notice of not 
less than ten clear days shall be given to the members of the 
Executive Committee to enable them to attend the meeting. If 
the Chairman considers necessary to call an emergency 
meeting of the Executive Committee, a notice of not less than 
five clear days shall be given to the members of the Executive 
Committee to enable them to attend the meeting. 
The Chairman, or if for any reason he is unable to 
attend any meeting, any other member of the Executive 
Committee nominated by the Chairman in this behalf and in 
the absence of such nomination, any other members of the 
Executive Committee elected by the members present at the 
meeting shall preside at the meeting of the said committee. 
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Three members of the Executive Committee of whom 
one should be a director appointed under clause (b) or (c) or 
(d) or (e) of Section 6(1), shall form the quorum at its 
meetings. Copy of the proceedings of each meeting of the 
Executive Committee shall be circulated for information to 
the directors of the Board as soon as possible after the same 
are signed by the member presiding at that meeting or the 
next succeeding meeting. 
The executive board held meeting five times in year 
1998-99 but in 1999-2000 and 2000-01, six meetings are held 
in each year. The Executive Committee held five meeting in 
2002-03. 
Other Committees 
The Board may constitute such other committee 
consisting wholly of directors or wholly of other persons or 
partly of directors and partly of other persons as it thinks fit 
and for such purposes as it may decide and every committee 
so constituted shall discharge such functions as may be 
delegate to it by the board. The time arvd place at which any 
such constituted committee shall meet, the rules of procedure 
which such committee shall observe in regard to the 
transaction of business at its meetings, and the fees and 
allowances which may be paid to the members of such 
committee for attending the meetings of the committee and 
for attending to any other work of the NABARD shall be such 
as may be specified by the Bank. 
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Other Committee held (project sanctioning committee 
for loans under RIDF) its meetings seven times during the 
year 1998-99 and 1999-2000 in each. In 2000-01 & 2002-03 the 
meeting of the other committee was held nine times in each 
year. 
Advisory Council 
The Board shall constitute an Advisory Council 
consisting of such number of directors and such other 
persons who, in the opinion of the Board, have special 
knowledge of agricultural credit, cooperation and rural 
Economics, small-scale industries, village and cottage 
industries and handicrafts and other rural crafts or have 
special knowledge and appreciation of the country's overall 
development policies and in particular overall monetary and 
credit policies, which are considered by the Board as useful 
to NABARD. 
The Advisory Council shall advise the NABARD in such 
mattes as may be referred to the Advisory Council by the 
NABARD. The Council may discharge such other functions as 
may be entrusted or delegated to the Advisory Council by 
NABARD. A member of the Advisory Council shall hold the 
office for such term not exceeding five years as the NABARD 
may fix. The member of the Council may receive such fees 
and allowances as may be prescribed for attending the 
meeting or any other work of the NABARD. The Advisory 
Council shall meet at such times and places and shall observe 
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such rules of procedure in regard to transaction of business 
at its meetings, as may be prescribed. The Chairman or in his 
absence the Managing Director may convene a meeting of the 
Advisory Council once in six months at the Head Office of 
the NABARD on such date and at such time as he may 
specify. For this a notice of not less than once clear fortnight 
shall be given to the members of the Advisory Council to 
enable them to attend the meeting. 
The Chairman and in his absence any other members of 
the Advisory Council nominated by the Chairman for the 
purpose shall preside at the meeting of the Council. In the 
absence of such nominated member any other member of the 
Advisory Council elected by the members present at meeting 
shall preside the meeting of the Advisory Council. One-third 
of the members of the Advisory Council (any fraction being 
ignored) or five members thereof whichever is less shall form 
the quorum at its meetings. 
Each member of the Advisory Council other than a 
director or an officer of the Government or of the Reserve 
Bank of India shall receive a fee of Rs. 200 onevery meeting 
of the Advisory Council attended by him. Each member shall 
be reimbursed travelling and halting expenses if any. 
A member of the Advisory Council who is a director 
(other than a Managing Director or a whole time director) 
shall receive such fees and allowances as are admissible to 
him for attending a meeting of the Board. A member of the 
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Advisory Council wiio is an officer of the Government or the 
Reserve Bank of India shall receive such allow^ances as are 
admissible to him for attending a meeting of the BoardJo 
The Advisory Council of the National Bank met four 
times during the year 1998-99. The fifth meeting of the 
reconstituted training advisory of the National Bank was 
held in 1999-2000, but the advisory council met once during 
the year 2002-03 and discussed strategies to augment w^ater 
resources available in the country.^^ 
Organisation Structure of NABARD 
"A key to the successful performance of any institution 
and maintenance of a healthy portfolio is the existence of an 
efficient and adequate organizational set up."12 
The organizational structure depends on the following 
departments. 
> Planning and Development Policy Department (Farm 
Sector and Non Farm Sector) 
> Institutional Development Department 
> Inspection Department 
> Economic Analysis and Publications Department 
> Project and Operations Department 
> Technical Services Department 
> Human Resources Management Department 
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> Management Services Department 
> Human Resources Development Department 
> Finance and Accounts Departments 
> Law Department 
> Security's Department 
> Internal Audit Department 
> Journal Administration and Premises Department 
> Vikas Volunteer Vahini Department 
> Investment Monitoring Department 
> Resource Mobilization Department 
Various Departments of NABARD 
The recommendations made by a team of management 
consultants from Indian Institute of Management (IIM). 
Ahmedabad, appointed by the erstv^hile ARDC, the set-up at 
the Head Office and the Regional Offices of NABARD was 
reorganized. The new structure was introduced in September 
1982. 
Before we discuss the functions performed by various 
departments in detail, it would be appropriate to mention 
that all the departments work directly under the Managing 
Director and the heads of the departments are directly 
responsible to him. 
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Planning and Development Department 
This department functions under the headship of Chief 
General Manager. It contains three divisions, viz.. Policy 
Formulation (farm sector) Division, External Aid Division 
and Perspective Planning and General and Advisory Services 
Division. A separate Deputy General Manager supports each 
division. The Policy Formulation Division undertakes the 
responsibility of formulation of various plans for the 
development of agriculture and other farm sector activities. 
The External Aid Division is responsible for the 
implementation of such projects in which amount of external 
aid from World Bank and its affiliate International 
Insti tutions/Agencies is involved. The Third division of the 
Planning and Development Department is responsible for 
perspective Planning. It also provides general and advisory 
services. 
Another Planning and Development Department is also 
established. It is also headed by a General Manager and 
supported by a Deputy General Manager. The division of this 
department is responsible for the formulation of such 
policies related to non-farm sector. 
Institutional Development Department 
This department acts under the headship of Chief 
General Manager. Mainly there are two divisions of the 
department. This first division may be divided as RRBs 
Division and Commercial Banks Division, while the other 
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may be Cooperative Banks Division. LDBs Division and 
Special Investigation Division. The department is responsible 
for implementing such measures, which may improve the 
efficiency of various credit institutions engaged in the field 
of agricultural credit. 
The RRBs division acts for improving the overall 
performance of the RRBs. For this purpose this division 
undertakes various activities such as, recruitment and 
promotion policies of RRBs, feasibility of enlarging the scope 
of lending by RRBs, increasing the RRBs involvement in 
schematic lending, enabling the RRBs to formulate viable 
schemes and other assistance for the improvement in their 
performance. 
The Commercial Banks Division performs such 
functions, which are related to ensure the participation of 
CBs in refinancing, review of system of maintaining demand, 
collection and balance (DCB) register by CBs, review of their 
recovery performance etc. This division helps to increase the 
involvement of CBs in agricultural and rural lending. 
The Cooperative Bank Division performs various 
activities such as rehabilitation of cooperative institutions, 
strengthening of cooperative structure investigation of 
overdues, augmenting the bad debt reserves, stepping up 
recovery measures, rationalization of loan policies and 
procedures, toning up the management of CCBs. 
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The LDBs Division takes different measures to improve 
the functioning of the SLDBs like, stipulation of recovery 
discipline for lending eligibility PLDBs/branches of SLDBs, 
training of SLDB staff, drawing up rehabilitation 
programmes, providing organization and managerial 
improvements of SLDBs and PLDBs, etc. 
The Special Investigation Division undertakes various 
types of investigations to sort-out the problems of the 
cooperative sector and provide appropriate suggestions. 
Department of Inspection 
Chief General Manager is the head of this department 
and it is located at Hyderabad. The inspection Department is 
divided into divisions. The first has two parts-Policy and 
Programme Division and Editing and Follow-up Division. It 
is under the charge of one Deputy General Manager. 
The second is the Inspection Division. The Division is 
also under the charge of a Deputy General Manager. The 
Inspection Departments through its various divisions 
conduct the inspection of SCBs. RRBs and CCBs. The purpose 
behind this function of the department is to ensure that the 
interests of the depositors are protected and the banking 
institutions related with NABARD followed the healthy and 
approved banking practices and not against the interests of 
the depositors. The department prepares the inspection 
reports, which include suggestions for improvement in the 
working of the banks. These reports are sent to the concerned 
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institutions and to other concerned authorities for necessary 
action. In this regard the various actions taken by the 
concerned banks and other authorities to remove the defects 
and implementation of the department follows up the 
suggestions mentioned in the inspection reports. 
Economic Analysis and Publications Department 
This department acts under the headship of Chief 
General Manager. There are two divisioris of the department 
and a Deputy General Manager supports each. One of these 
divisions is divided in three-parts, viz., the first is 
Evaluation Studies Division which is responsible for 
launching evaluation studies regarding projects implemented 
by the NABARD, while the second is Monitoring and 
Analysis Division which undertakes monitoring of schemes 
and by monitoring the division provides a feedback.... on 
current and completed schemes. The monitoring and 
evaluation activities enable NABARD to learn useful lessons 
from the experience of development schemes. The third is 
Data Bank and Publication Division. This is responsible to 
collect and publish various types of data and other literature 
regarding institutional credit for agriculture and rural sector. 
The Special Studies Division undertakes various studies 
of farm and non-farm sector. 
The Economic Analysis and Publication Department 
publishes reports on studies undertaken and brings out other 
publications covering matters connected with rural 
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development. Besides the Annual Report and other ad-hoc 
publications, it brings out a journal 'National Bank News 
Review' on monthly basis. The circulars of NABARD and 
statistical statements relating to cooperative movement in 
India (credit and non-credit societies separately) are also 
brought out annually by this department. Advance statistics 
on important items of assets, liabilities, etc., of credit and 
non-credit societies are also brought out to serve the 
immediate requirements of user institutions before the 
regular publications relating to these societies are published. 
The department also publishes a Hindi-English house journal 
entitled 'NABARD PARIVAR' to provide a medium of 
expression for the literary, artistic and other creative talents 
amongst its employees. 
Projects and Operation Department 
The projects and operation departments have been set 
up with a purpose to cover different regions of the country, 
three projects and operation Departments have been 
established. The departments prepare various projects for 
agricultural and rural development. These departments also 
implement the various operations, which are performed by 
NABARD. 
The first Project and Operation Department is headed 
by the General Manager and is divided into three divisions. 
For the support of General Manager one Deputy General has 
been deputed in each division. These divisions are the 
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Northern Division, the Southern Division and a General 
Division, which are responsible for the preparation of multi-
state projects and monitoring and administration in the 
Northern, and Southern divisions. 
A General Manager also heads the second Project and 
Operation Department. This department has two divisions, 
i.e., the Western Division and General Division. One Deputy 
General Manager for each division has been appointed. The 
Western Division is responsible for the preparation of 
projects and implementation of other operations in the area. 
The general division of this department undertakes the 
implementation of credit authorization schemes and various 
other operational policies. 
Chief General Manager heads the third Project and 
Operation Department with support of a Deputy General 
Manager. It performs its activities in Eastern Division. 
Technical Services Department 
The Managing Director heads this department. It 
provides all types of technical assistance, advice and other 
support in implementing various programmes of agricultural 
and rural development. Under this department various cells 
have been established for various purposes. These are 
forestry, land development/soil conservation/agronomy 
agricultural engineering/farm mechanization, handlooms 
and khadi and village type industries cells. Each acts under a 
manager rank official. While civil engineering and market 
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yards are under the charge of a Deputy Manager. The 
fisheries, animal husbandry and dairy, minor irrigation, 
hydrogeology and irrigation engineering and horticulture 
and plantation cells are functioning under Deputy General 
Manager. 
Department of Human Resource Management 
This department is headed by the Chief General 
Manager and is divided into three divisions i.e. Personnel 
Administration Division, Personnel Policy Division, and 
Training Division. Each division is under the charge of a 
Deputy General Manager. This department is responsible for 
preparing various schemes for upgrading the human resource 
in NABARD and other credit institutions. The department 
also prepares outlines for various training courses, seminars 
and workshops, etc. It is also responsible for personal 
administration and industrial relat ions." 
During the year 2002-03, 1774 officers received training 
in various courses conduct by the National Staff College 
(NBSC), Lucknow and 1364 officers were trained by NBSC 
through 62 programmes. Therefore, 172 staff members 
(Group B) were trained with a view to upgrading their skills 
for improved job performance and shouldering higher 
responsibilities and NBTC organized 5 general programems 
for 98 (Group C) employees. 
Two teams comprising 28 and 27 senior officers from 
the National Bank attended the 'Change Management 
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Programme' at Management Development Institute (MDI), 
Gurgaon with exposure visits to Germany and France and at 
Administrative Staff College of India (ASCI), Hyderabad 
with exposure visits to the Netherlands, France and Italy to 
study the key issues associated with effective corporate 
strategies and for playing an effective lead role in 
introducing changes in the Bank. 
162 officers from the National Bank and 44 officials 
from partner institutions (11 from cooperative banks, 31 from 
RRBs and 2 from NGOs) were deputed abroad for various 
overseas training programmes/exposure visits, workshops 
and seminars.14 
Department of Management Services 
Organisation structure at Regional office is based on the 
recommendation made by the Management Service 
Department. However, depending on the needs of concerned 
officers, some flexibility in groupings of functions is 
possible.15 xhe department is headed by the Chief General 
Manager and supported by a Manager. This department 
performs all the functions related to the management 
services. 
Human Resource Development Department 
The HRDD was set up in 2000 by combining activities of 
the management service department and the training 
activities from the Human Resource Management 
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Department. The ClTief General Manager lieatls the 
department.!^ 
Department of Finance and Accounts 
The Finance and Accounts Department is very 
important for any institution. This department is headed by a 
Chief General Manager and supported by a Deputy General 
Manager. A training division of the human resource 
management department under the charge of Deputy General 
Manager is also attached with the department. The finance 
and accounts department is responsible for : (i) preparation 
of budget, (ii) planning and mobilization or resources, (iii) 
preparation of reports, returns and other correspondence 
therewith, (iv) planning for utilization of funds, (v) framing 
of rules relating to provident funds, medical benefits and 
other allowances payable to the employees of the NABARD 
(vi) maintenance of proper books of accounts of all receipts 
and payments, (vii) preparation of bills and disbursement of 
salaries, to deposits accounts maintained by the NABARD. 
Department of Law 
The Department of Law is headed by the Chief General 
Manager and supported by a Manager. It is responsible for:-
> ascertaining the legal accuracy and title deed 
verification of assets acquired by NABARD. 
> preparation and execution of all legal documents, and 
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> taking legal actions where it is necessary to protect the 
interest of NABARD, etc. 
Secretary's Department 
This department is headed by Chief General Manager 
and supported by a secretary. This department performs all 
the secretarial works. 
Internal Audit Department 
The department is headed by Chief General Manager 
and acts under the charge of Deputy General Manager. The 
department conducts internal audit from time to time to 
ensure compliance with rules and efficient discharge of 
functions both in the Regional Offices and Head Office. The 
department completed first round of audit of All Regional 
offices by December, 1982. Under the second round the audit 
of 3 Regional Offices was completed by June 1983. But the 
Zonal Audit Cell at Kolkata completed inspection in respect 
of 4 Ros in the NER. Complete inspections of four HO 
Departments, besides partial inspection of two departments 
were undertaken during the year 2002-03.i^ 
General Administration and premises Department 
The Chief General Manager heads the department. It is 
divided in two divisions, namely General Administration 
division and Premises Division. The two divisions are under 
the charge of a Deputy General Manager. This department is 
responsible for establishment work and maintenance of 
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premises. Acquisition of land, tirrangemenl of ciddilional 
accommodation and construction of premises and buildings 
are performed by this department. 
National Bank continued to lay considerable emphasis 
on preventive vigilance system in the organization. Vigilance 
Awareness Week was observed by the Bank from October 31 
to 6 November 2002 as advised by the Central Vigilance 
commission, Gol. During the week, a pledge, as forwarded by 
the Commission was administered to all the staff. A special 
training programme on Vigilance-Domestic enquiry and 
Related Aspects' was conducted for 27 officers at NBSC, 
Lucknow in October 2002. Preventive Vigilance Inspection of 
13 Ros/TEs was also conducted during the year 2002-03. ^^  
Industrial relations during the year continued to be 
cordial. Periodical discussions were held with the All India 
NABARD Officers' Association; the All India NABARD 
Employees' Association and the All India NABARD 
Progressive Employees' Welfare Association (AINPEWA) 
Vikas Volunteer Vahini Department 
The Director General of NABARD heads this 
department. The department is located in New Delhi. This 
department is established for disseminating the five 
principles of 'Development Through Credit' among the rural 
masses. The five principles briefly are : (i) Credit must be 
used in accordance with suitable methods of science and 
technology, (ii) The terms and conditions of credit (techno-
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economic parameters) must be fully respected, (iii) work 
must be carried out with the desired skill so as to realize 
optimum increase in the productivity and income, (iv) A part 
of the additional income created by credit must be saved, and 
(v) Loan installments must be repaid in time and regularly to 
facilitate recycling of credit. 
Investment and Monitoring Department 
With a view to strengthening the mechanism for 
monitoring refinance supported investment projects 
implemented with loans from Rural Infrastructure 
Development (RIDF), an exclusive Department of Investment 
Monitoring (DIM) has been set up at the Head Office of the 
National Bank from 15 September 2000. DIM has been a 
assigned the responsibility of monitoring and evaluation of 
projects under RIDF, earlier looked after by the State Projects 
Department (SPD) as also District Oriented Monitoring 
(DOM) studies, taken over from the Investment Credit 
Department (ICD). Chief General Manager heads this 
department. 
Resource Mobilisation Department 
Recognizing the importance of resource mobilization 
and having been permitted to issue Capital Gains Bonds 
under Section 54(EC) of Income Tax Act, 1961, as announced 
in the Union Budget 2000-01, the National Bank set up a new 
Department at it's Head Office. The Department is 
responsible for the entire gamut of resource mobilization by 
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the National Bank, including borrowings from Gol, RBI, 
domestic as well as international agencies and mobilization 
of funds from the open market. Chief General Manager heads 
this department.19 
Regional Off ices / Sub Office 
Initially NABARD operated through 28 regional offices 
and a sub-office and with 6 training centers with head office 
at Bombay, but the Bank will have offices in all states and 
union territories. There is also a thinking of opening offices 
below the state level for divisions and eventually at every 
district level. 
The NABARD has opened 28 regional offices in 
different parts of the country, viz., Agartala Ahmedabad, 
Aizawl, Banglore, Bhopal, Bhubaneshwar Chandigar, 
Chennai, Dehradun, Dimapur, Gangtok, Guwahati, 
Hyderabad, Imphal, Itanagar, Jaipur, Jammu, Kolkata, 
Lucknow, New Delhi, Panji, Patna, Pune, Ranchi, Raipur, 
Shillong, Shimla and Thiruvananthapuram and sub-
office /cell at Port Blair and Sri Nagar Sale. The Regional 
Offices are headed by General Manager/Deputy General 
Manager Regional Office in-charge and Managers depending 
upon the coverage of the region and demand of the refinance 
from the respective areas. Managers and Deputy General 
Manager head these sub-offices and division. 
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In the last, for the better management of the Bank, a 
provision is made for the constitution of an executive 
committee consisting of some members of the board to 
discharge such functions as may be prescribed by the Board. 
There is also a committee to guide the all activities of various 
departments. The committee is named as management 
committee. The aim of this committee is to assist the Board to 
take major policy decisions and to monitor the process of 
implementation of the decisions made by the board. The 
members of the committee may invite other members 
accordingly to the agenda of the meeting which be held once in 
every week. 
The style of functioning of different authorities is always 
through a judicious planning careful regulation and vigilant 
control. It is suggested that NABARD should open its branches 
at district level so that they may help and guide the lead banks 
in the preparation of annual action plans/district credit plans. 
This will also result in more effective evaluation and 
monitoring of various schemes. 
With this background the next chapter deals with the role 
played by the NABARD in financing the rural projects with a 
view to do ameliorate the rural economy. 
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Regional Oil ices 
Sub Office 
* Training Centres 
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Role of NABARD in Rural Financing 
This chapter is dealt with the role of NABAARD in rural financing for 
different refinance operations through various institutions for a number of 
purposes and assorted terms. NABARD provides refinance facility for 
purposes covering both investment and production Credit, Farm and non-
farm activities both included in these credit facilities by the bank. The major 
objectives are given below which guide refinance support for various 
activities through different institutions by the bank. These are following:-
> To support national policies for increasing agricultural production and 
rural employment through efficient use of national resources. 
> Reduction of regional imbalance, 
> Equitable distribution of growth, ensuring credit support to the 
weaker sections of the society through special programmes, like 
Integrated Rural Development Programme (IRDP), 
> Increasing the credit absorptive capacity of the credit involved in 
disbursement of credit and improving quality of credit through proper 
control of technical and financial parameters and propagation of the 
repayment ethics.i 
Terms and conditions for Refinance by NABARD 
NABARD has prescribed detailed terms and conditions on the basis of 
which credit facilities are provided by it. The terms and conditions for short-
term and medium-term loans on non-schematic basis depend on both, the 
type of facility and the institution to which the refinance is given. The 
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important terms and conditions of the NABARD's refinance facility on 
schematic basis, are as follows:-
Unit Cost 
Unit cost is related to technical parameters. For different types of 
investment has been prescribed realistic average unit cost. However, unit 
cost in the individual cases, is to be determined on the basis of technical 
plans, quotations etc. Financing banks can take care of any marginal increase 
in the unit costs. IN such cases, where the unit cost increases or any 
abnormal escalation takes place in the cost during the implementation of the 
scheme, the financing banks can approach the NABARD with suitable 
details. For this purpose, in each of the Regional offices of the National Bank, 
a Standing Committee has been constituted. This Committee reviews the 
norms of unit costs of various investments on half-yearly basis. The 
committee may revise the same, if feels necessary. Thus, we find that the 
realistic costs are adopted under the system of refinance. 
Contribution of Beneficiaries 
As stipulated by the NABARD the borrowers have to contribute a sum 
of money to the total investment cost. The limit of contribution depends 
upon the status of the borrower, such as, small, medium or large farmers and 
the nature of investment. In the cases of small farmers, the beneficiary's 
contribution (including obligatory purchase of shares, own labour and other 
contribution in cash or kind) is a minimum of 5 percent of investment cost 
for all purposes. In the cases of medium farmer , it is a minimum of 10 per 
cent (7 per cent for two or more farmers in a group loan) of investment cost. 
For other beneficiaries this limit is 15 per cent (10 for two or more farmers in 
a group loan). But for the purpose of pumpsets under minor irrigation the 
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beneficiary's contribution is 10 per cent. In the cases of corporate bodies, a 
still higher down payment is stipulated which is not less than 20 per cent. It 
depends on the type of project, viability etc. In the case of schemes with 
capital subsidy, particularly, for small and marginal farmers and landless 
labourers, the subsidy is treated as down payment of the borrower, thus, 
providing relief to the weaker sections. Similarly, in the case of all such 
schemes financed by LDBs the down payment by the ultimate beneficiary is 
included in the mandatory share capital contributions. 
Refinance Amount 
The financing banks/State Governments are required to make certain 
stipulated level of contribution for financing the project. The amount of 
refinance sanctioned by the NABARD ranges between 50 per cent and 95 per 
cent of the bank loans. For priority sectors, like minor irrigation, land 
development. Integrated Rural Development Programme (IRDP) and other 
programmes for the benefit of weaker sections, the higher amount of 
refinance is available. NABARD has also fixed the higher rate of refinance in 
the cases where the SLBs. Backward Entire North Eastern makes advances 
and eastern regions will also be benefited through this type of arrangement. 
Refinance Security 
State Government or the financing bank should guarantee the 
refinancing of the bank and at the same time furnish other security to the 
satisfaction of the National Bank. There is a provision of waivement of the 
security or Government guarantee for any eligible institution or any class of 
eligible institution on the merits of each case. Generally the National Bank 
waives security in the cases of CBs including RRBs because of the 
operational problems in creating sub-mortgage or hypothecation of security. 
142 
KolcofNABARD in RumI I'iiiiiiiaun 
In the case of SCBs, the State Government should guarantee the refinance. 
This guarantee can be waived by the National Bank if the SCBs fulfils certain 
conditions. In the case of LDBs, the concerned State Government should 
guarantee the special development debentures. Under the provisions of the 
NABARD Act, 1981, this is also provided that all the securities obtained by 
the borrowing institution from the ultimate borrowers should be held in 
trust on behalf of the National Bank according to section 29(2), provided 
therein. 
Security from the Side of Ultimate Beneficiaries 
The financing banks prescribe the security from ultimate borrowers. 
For this, the RBI and the National Bank issue guidelines from time to time, 
for example, generally the SLDBs obtain the security in the form of mortgage 
of lands. Thus, these institutions can float debentures under such cover. 
Therefore, some of the SLDBs have amended their byelaws for sanctioning 
loans against the hypothecation of movable assets, group guarantee, etc. 
Rationalisation of Interest Rate on Refinance 
The rates of interest charged by the NABARD on its refinance and the 
rates of interest charged by the financing institutions are subject to be 
determined from time to time keeping in the view the general interest rates 
structure and the policy of the GOI and the RBI in this regard. At the time of 
establishment of the NABARD the rate of interest on its refinance to banks 
and the rates of interest for loans by banks to the ultimate borrowers are 
given below. 
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Table 1 
Loan 
Upto Rs. 25,000 
Over Rs. 25,000 
upto Rs. 2 lakh 
Over Rs. 2 lakh 
N.E. Region 
including 
Sikkim & A & 
N Islands (for 
all purposes) 
6.75 
6.75 
6.75 
Other Regions 
MI,DLF,LD,WLD, 
SGSY,SHG,SC-ST 
action plan 
6.75 
6.75 
6.75 
FM/agri-
clinics. 
Cold 
storages. 
Rural 
godowns 
6.75 
7.75 
7.75 
Other 
including 
Rural 
Housing 
6.75 
7.75 
7.75 
Sources : Annual Report ofNABARD, 2003 
Evaluation Fee and Period Loan 
The banks are allowed to charge 0.5 per cent evaluation fee of the cost 
of investment for processing charges of loan applications under the 
provisions of the NABARD Act, 1981. NABARD is authorized to fix the 
maximum period of loan upto 25 years. This maximum period of loan fixed 
by the National Bank depends upon the nature of development and 
economics of the investment. Under the IRDP advances the minimum period 
of loans and the grace period required for each type of investment has been 
specified to ensure that too short maturity periods are not fixed. The 
maturities of loans are fixed on the basis of repaying capacity but does not 
exceed the useful life of the assets financed. Generally such loan maturities 
do not exceed 15 years. 
In the cases of financing to small farmers the maximum repayment 
period fixed is 9 years for the pump sets and 15 years for all other minor 
irrigation loans. In the cases of other farmers this period is fixed 9 years for 
the same purposes mentioned above. Lending for diversified purposes, 
repayment periods are based on repaying capacity of the beneficiaries but in 
any case it will exceed 15 years. 
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In some cases the gestation or grace period is allowed before 
repayment starts. In the case of minor irrigation and land development 
purposes, generally, the grace period is provided which is based on type of 
investment, keeping the fact in the view that the beneficiary is not called 
upon to repay till the plantations reach economic bearing state. In such cases 
the provision to defer the interest is allowed during gestation period in the 
general interest of farmers. 
Repayment of Loans 
The repayment from different banks to the NABARD is drawn up at 
the time of each drawl of refinance, if the refinance from above mentioned 
banks more or less coincide with the agreed dates for collection from 
ultimate borrowers as per schedule given below:-
All repayments of loan eligible for 
refinance and due from borrowers 
1. From January to 30**1 June of each 
year 
2. From 15*^  July to 31^' December of 
each year. 
Repayment of refinance on or 
before 
31st July each year 
31** January of subsequent year 
Moreover, the SLDBs, have faced difficulty in obtaining full recovery 
of their loans from individual borrowers to redeem the special development 
debentures on annual basis. Under such circumstances the NABARD has 
permitted SLDBs to float special development debentures with a maturity 
period of not more than two years in excess of the period of the 
corresponding loans granted to the ultimate borrowers provided the 
maximum period of debentured does not exceed 15 years. But this facility is 
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not applicable for such special development debentures to corporate bodies, 
such as. Electricity Board, Lift Irrigation Corporations etc. according to the 
Bank's provisions. 
Eligibility Criteria 
NABARD has adopted the policy to regulate the lending of 
Cooperative and Commercial Bank including RRBs on the basis of their 
recovery performance, with a view to bringing about awareness on their part 
for taking appropriate measures for ensuring full recovery and thereby 
facilitating recycling of scare capital resources. The National Bank has 
imposed a discipline according to which these financing banks are eligible to 
obtain more quantum of refinance when their recovery performance 
improves. These banks can participate in project lending with NABARD's 
assistance only when they achieve a recovery level of not less than 60 per 
cent of demand. 
Sanctions of Schemes - Documentation 
NABARD examines the technical feasibility and financial viability of 
scheme proposals/projects made by the eligible institutions for different 
purposes. After proper examination, the NABARD sanctions the schemes 
and releases the refinance against drawl applications.2 
Purposes of Refinance 
Purposes, for which the NABARD provides refinance support, are 
given below: 
Short-Term 
a. Seasonal agricultural operations and marketing of crops, 
b. Stocking and distribution of chemical fertilizers, and 
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c. Financing cooperative sugar factories. 
Medium/Long-Term 
a. Approved agricultural purposes, 
b. Conversion loans, 
c. Purchase of shares in the cooperative sugar factories and other 
proceeding societies, 
d. Various minor irrigation investments, such as, construction of 
dugwells, dug-cum-bore wells, filter points, shallow/medium/deep 
tube-wells, lift irrigation units, agricultural pump-sets, sprinkler 
irrigation, living of water courses, etc., 
e. Farm mechanization, including tractors, power tillers, threshers, etc., 
f. Land development soil conservation, shaping of land for irrigated or 
dry land farming, 
g. Plantation and horticulture crops, such as, coffee, tea, rubber, cashew, 
coconut, grapes, spices, etc., 
h. Animal husbandry programmes covering diary, poultry, sheep, goat, 
piggery, etc., 
i. Inland and marine fisheries, 
j . Storage godowns and market yards, 
k. Forestry including growing specified varieties of timber for paper, 
pulp and fiber, 
1 Activities under IRDP, 
m. Work animals, animal driven carts, etc., and 
n. Other purposes, like, dryland farming, command area development 
projects, export oriented agricultural project etc.-^  
Non-Farm Activities 
Short-TernVVVorking Capital 
a. Production and marketing activities of powerloom/handloom 
weavers' societies primary coir cooperatives other cottage and small 
scale industrial cooperatives and village artisans through primary 
societies. 
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b. Procurement and marketing activities of apex/regional weaver's 
societies and central coir marketing societies. 
c. Silk reeling and twisting activity of cooperatives, and 
d. Collection and marketing of minor forest produce. 
MediunVLong-Term 
a. Purchase of shares by powerloom owners/povv^erloom weaver's 
societies and handloom weavers in consumer type of cooperative 
spinning mills. 
b. Handloom acquisition, modernization, etc. of looms, construction of 
workshed, acquisition of shares in consumer type cooperative 
spinning mills by weavers, opening/renovation of handloom emporia 
etc. 
c. Powerlooms - acquisition of powerlooms. 
d. Coir-Establishment of coir delivering units, setting up of 
showrooms/sales depots in hired premises, etc. 
e. Sericulture-including irrigation facilities for mulberry cultivation, new 
planting, replanting, acquisition of rearing equipments, setting up of 
grainage units by individuals, etc. 
f. Cottage and Village Industries -Activities of industrial cooperatives 
engaged in the production and marketing activities of 22 broad groups 
of cottage and small scale industries, industrial activities of rural 
artisan members of primary multi purposes societies (LAMPS) and 
farmers service societies (FSS) for purchase of equipment and tools, 
etc. 
g. Tiny/Cottage and Village Industries-Package of credit measures 
involving automatic refinance to CBs and RRBs comprising General 
Refinance Scheme and infrastructural and promotional support 
schemes. Refinance to Registered Societies for investment in 
Plant/Machinery and Tools. 
h. Automatic refinance facility to SCBs and SLDBs for financing tiny, 
cottage and village industries. 
i. Diversified non-farm purposes falling under industries, services and 
business (ISB) component of IRDP and Scheduled Caste 
(SC)/Scheduled Tribes (ST) Action Plan outside IRDP. 
j . Bio-gas plants-Installation of different types of bio-gas plants. 
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k. Purchase of dual fuel engine and installation of bio-gas plants of the 
respective size. 
1. Other non-conventional energy sources, such as, wind mills etc,; and 
m. Term loan assistance to meet the margin money requirement of 
cottage, thing and village industries units."* 
Eligible Refinancing Institutions 
The eligible institutions for the purpose of obtaining refinance facilities 
from NABARD are SLDBs, SCBs CBs and RRBs (Gramin Banks). Various 
types of refinance accommodations are provided by the NABARD.^ 
The short-term (ST) refinance is provided to SCBs on behalf of CCBs in 
states with three-tier cooperative credit structure. In such states where three-
tire structure does not exist, refinance is provided to SCBs. The purposes for 
which ST refinance facility is provided are - crop loans, marketing of crops, 
inputs distribution, working capital requirements of cooperative sugar 
factories, procurement of raw materials, production and marketing activities 
of weavers' and other industries, societies and production and marketing 
activities of rural artisans. But the period of such type of refinance does not 
exceed 18 months. 
The medium-term (MT) refinance facility for the purpose of approved 
agricultural purposes' and 'conversion of ST crop loans into MT loans due to 
natural calamities and enemy action' is provided by the NABARD to SCBs 
and RRBs. But for the 'purpose of purchase of shares of processing societies' 
refinance is available to SCBs only. This type of MT refinance 
accommodation is provided for the period from 18'^ months to 7 years. Some 
other medium and long-term (not exceeding 25 years) accommodations are 
provided to SCBs, LDBs, RRBs and CBs for the purpose of fixed investments 
in agricultural and non-farm rural activities under schematic lending. 
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NABARD provides refinance support to states for the contribution to 
share capital of cooperative Government credit institutions. Such type of 
refinance is sanctioned for a period not exceeding 20 years. Composite credit 
is also sanctioned by NABARD to RRBs for all the purposes as discussed 
earlier other than working capital requirements of cooperative sugar 
factories and purchase of shares of processing societies. 
The details of the refinance facility provided to eligible institution are 
as follows: 
State Cooperative Banks (SCBs) 
Farm Activities 
Short-Term Facilities 
Seasonal, Agricultural Operations (Crop Loans) 
Such types of refinance is provided by the National Bank at 3 per cent 
below the bank rate, i.e. NABARD sanctions ST credit limits to SCBs on 
behalf of Central Cooperative Banks (CCBs) to supplement their resources 
for providing financial support for seasonal agricultural operations of the 
farmers. While sanctioning, the ST credit limits, the NABARD has prescribed 
some criteria, such as, financial soundness, of the CCBs, realistic landing 
programme. Own resources, submission of satisfactory compliance on 
inspection reports, capacity to provide non overdue cover for borrowings, 
owned fund of the bank and the audit clarification. The sanctions of credit 
limits and permission for drawals are subject to certain disciplines (as noted 
below) to ensure that the utilization of availed credit limit is need-based and 
the CBs are capable of handling and recycling the funds. 
i. The sanction for the current year's limit is linked with the recovery 
performance of the bank during the preceding year, i.e., level of 
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overdues. But for such banks situated in North-Eastern Region, the 
recovery performance is not considered while sanctioning the credit 
limits. 
ii. The drawals of the credit limit is restricted upto the non-overdues 
cover is available. 
iii. The SCBs/CCBs are provided concessional credit when they make 
efforts towards deposit mobilization and the banks own involvement 
of funds in ST agricultural loans by prescribing a certain minimum 
portion of their total internal lendable resources are to be involved in 
ST agricultural lending. 
iv. A specified percentage of refinance assistance is to be prescribed for 
small and marginal farmers. 
V. Observance of the seasonality discipline, which prescribes minimum 
level of recovery performance at the end of Kharif and Rabi seasons 
every year. 
vi. For Kharif and Rabi seasons separate credit limits are sanction and the 
total credit limits reduced to the normal level after the Rabi financing 
season. 
vii. The separate credit limit is sanctioned to support the oil seed 
production. 
viii. Insisting on the observance of all the essential features of production-
oriented system of lending for agriculture. 
NABARD also provides credit limits to SCRs against Government 
pledge and other approved securities, from time to time, to finance seasonal 
agricultural operations. 
In the area of operation of such CCBs which are not eligible to avail 
credit limits from NABARD, the SCBs/CCBs are required to ensure that the 
credit needs of all new and non-defaulting members of PACS and the small 
and marginal farmers having small accounts in default, are met in full. 
NABARD provides assistance to SCBs by sanctioning additional limits on 
behalf of eligible CCBs for approved purposes in such states where number 
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of ineligible CCBs is large and thereby causing resource constraints for the 
SCBs to finance such CCBs. 
Advances against Approved Securities under Agricultural Credit 
Stabilisation Fund 
Such type of credit limits are sanctioned to SCBs at the Bank Rate 
against pledge to Government and over trustee securities representing 
investments in their Agricultural Credit (Stabilisation) Fund to meet their 
share in MT conversion loans. The draw of actual limits sanctioned under 
this category are restricted upto the extent of the actual utilization of fund for 
conversion of ST crop loans in such areas which are affected by natural 
calamities. 
Marketing of Crops 
The ST credit limits for marketing of crops are provided by NABARD 
at the Bank Rate to SCBs to help the farmers in marketing of their produce at 
more remunerative prices and to enable them to repay their dues to PACS so 
as to be eligible for fresh production loans subject to certain stipulations. The 
SCBs are provided such type of credit limits to assist the cooperative 
marketing societies, production loan and other dues of PACS which are 
recovered out of the produce pledge loans and sale proceeds of crop 
marketed and remitted to PACS. This credit facility is also available to those 
marketing societies, which combine processing activities with their regular 
functions, to improve market ability of the produce. 
In the case of marketing of cotton and 'kapas' separate credit limits are 
sanctioned. The selective credit control directives of the RBI govern the 
operations of these limits. 
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Procurement, Stocking and Distribution of Fertilisers 
Such types of credit limits are sanctioned at 1 per cent above the bank 
rate. Generally, a consortium of the SBl GROUP, CBs, fulfills the credit needs 
for procuring, stocking and wholesale distribution of chemical fertilizers. 
However, the SCBs are sanctioned short-term credit limits by NABARD to 
cover the credit gap, which cannot be met by the other banks. 
SCBs/CCBs should, normally meet the credit requirements of retail 
distribution of fertilizers by primary cooperative marketing societies and 
PACS on cash and PACS on cash and carry basis, from their own resources. 
But where the SCBs/CCBs are unable to meet these requirements, the 
NABARD provides refinance to the extent of the credit gap. 
Financing Cooperatives Sugar Factories 
To meet the credit needs of cooperative sugar factories relating to their 
working capital, the NABARD provides ST credit limits to SCBs on a very 
selective basis against their sugar stocks at 5 per cent above the bank rate. In 
such cases the period of operation on the credit limit is fixed on the basis of 
credit needs during the crushing season. 
Medium-Term (MT) Purposes (Non-Schematic) 
Approved Agricultural Purposes 
The NABARD sanctions MT credits limits to SCBs on behalf of CCBs 
to enable them for financing investment in approved agricultural purposes at 
3 per cent below the bank rate. As far as possible, the cooperative banks are 
required to formulate schemes and seek refinance under schematic lending. 
Where the formulation of schemes is not possible, the cooperative banks may 
claim refinance under sporadic lending. As per NABARD Act, the MT loans 
can be granted for a maximum period of 7 years, but at present the MT 
153 
RoleofNABARD in Rural Finnncinfj 
Loans are granted for 3 to 5 years. To avail this facility, SCBs are required to 
ensure that the credit needs for investment purposes of new and non-
defaulting members of the PACS and the small and marginal farmers with 
small amount of defaults are met in full, especially in the area of operation of 
ineligible CCBs. The SCBs will also have to ensure that 50 per cent of the MT 
loans issued by CCBs during a calendar year are utilized to finance small 
and marginal farmers. 
Conversion Loans 
The NABARD provides MT conversion loans at 3 per cent below the 
bank rate from the NRC (Stabilisation) Fund. The loans are granted to SCBs 
on behalf of CCBs during the time of natural calamities which affect the crop 
yield, and to enable them to repay ST agricultural loans borrowed by them 
from NABARD earlier on behalf of affiliated CCBs. This facility is available 
in those areas where the crop yield due to natural calamities in low and the 
Government has allowed suspension/remission of revenue dues. In such 
conditions where crop insurance scheme is in force, loans eligibility for 
conversion will be based on net of insurance claims. These loans are 
generally granted for 3 years, which are shared between CCB, SCB, State 
Government and NABARD. 
If the recurrence of natural calamities affects the crop yield, NABARD 
provides the facility of rephasement of MT conversion loans or rescheduling 
of the loans installments of SCBs. In such cases the period of loans is 
extended to 5 years and the due installment is deferred that particular year. 
The outstanding conversion loan amount is also rephased to 5 years. 
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Purchase of Shares in the Cooperative Sugar Factories and Other 
Processing Societies 
Under this category NABARD sanctions credit limits to SCBs on behalf 
of CCBs to enable them to provide MT loans to (::ultivators for purchase of 
shares in cooperatives sugar factories and other approved processing 
societies, such as, cooperative spinning mills, cotton ginning and pressing 
units, ground-nut oil mills and rice mills and also in cooperative marketing 
societies/federations for the purpose of setting up such units. Each loan is 
granted for a period not exceeding 5 years at the bank rate. 
MediunVLong-term (Schematic) 
The NABARD provides MT/LT loans to CCBs, who issue these loans 
for development of agriculture and allied activities. The CCBs are eligible to 
avail this facility from NABARD on a schematic basis by satisfying the 
eligibility criteria of minimum 60 per cent recovery in the preceding 
cooperative year. 
Non-farm Activities 
Short-Term/Working Capital 
Production and Marketing Activities of Primary Weavers Societies 
It is provided at 2.5 per cent below the bank rate. Under this category 
NABARD sanctions ST credit limits to SCBs on behalf of CCBs to assist 
production and marketing of handloom products of primary weavers' 
societies. This type of credit limit is also sanctioned on behalf of those CCBs 
which are ineligible to obtain refinance from NABARD for seasonal 
agricultural operations, on account of their level of overdues, etc. subject to 
certain safeguards. 
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The drawal or credit is allowed only to those primary weavers 
societies which are working as production-cum-sale units. The amount of 
such credit is a subject to be determined on the basis of anticipated 
production programme, capacity to provide the prescribed margin, adequate 
supervision arrangements, sale of handloom products and operations on the 
previous year's limit, etc. The new established societies or societies to be 
activised can avail the finance on the basis of their anticipated production of 
per loom scale of finance for the first two years of their working. 
Procurement and Marketing of Handloom Cloth and Trading in Yarn by 
ApeVRegional Societies 
NABARD sanctions separate credit limits to SCBs for procurement 
and marketing of handloom cloth and trading in yarn undertaken by the 
apex/regional weavers' societies at 2.5 per cent below the bank rate in case 
of limits for dealing in cloth and at the bank rate in the case of limits for 
trading in yarn. There are some aspects which are considered before 
sanctioning credit limits for above purposes, such as, financial soundness 
and operational efficiency of the units, the credit requirements of the society 
which is determined on the basis of anticipated sale in case of marketing of 
handloom cloth and is restricted to a multiple of its net disposable resources 
in case of trading in yarn and the ability of the society to maintain a margin 
of 10 per cent as cover for all borrowings in the form of stock in trade. 
Financing of Individual Weavers 
NABARD provides refinance for such individual weavers scattered in 
village and are unable to form a weaver's cooperative society. Such weavers 
can obtain refinance from PACS/LAMPS/FSS of which they are members. 
For these purposes the refinance is provided to SCBs at 3 per cent below the 
bank rate. 
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Procurement and Marketing Activities of Central Coir 
Marketing Societies 
Such ST credit limits are sanctioned at 2.5 per cent below the bank rate 
to SCBs to finance central coir marketing societies for their procurement and 
marketing activities. The credit limits are sanctioned on the basis of 
anticipated sales during the year subject to fulfilment of certain conditions. 
Production and Marketing Activities of Primary Coir Cooperative and Coir 
Mats and Matting Societies 
The refinance is provided by NABARD to SCBs on behalf of CCBs for 
granting loans to primary coir and mats and matting societies for their 
production and marketing activities at 2.5 per cent below the bank rate. The 
credit limits are sanctioned on the basis of anticipated production of husk 
and coir yarn and on the basis of anticipated production of mats, 
respectively. 
Reelers'/Twisters' Cooperative Societies 
The refinance is available from NABARD to SCBs on behalf of CCBs at 
2.5 per cent below the bank rate to support the activities of reelers' 
cooperative societies without insisting that the societies should be 
functioning purely on production-cum-sale basis. The refinance is also 
available to twisters' cooperative societies without insisting that twisting 
societies work is done on the societies' own account subject to certain 
conditions/safeguards. 
Production and Marketing of other Cottage and Small Scale Industries 
Such ST credit limits are extended at 2.5 per cent below the bank rate 
to SCBs on behalf of CCBs to enable them in assisting the production and 
marketing activities of approved cottage and small-scale industrial 
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cooperative societies. The working capital requirements of industrial 
cooperatives/societies are determined on the basis of their anticipated 
production levels for the forthcoming year. 
Financing of Rural Artisans 
This ST credit limit is sanctioned at 3 per cent below the bank rate to 
SCBs on behalf of CCBs to finance the production and marketing activities of 
weavers an other rural artisans engaged in any of the 22 broad groups of 
cottage and small scale industries. This is channelised through village level 
cooperatives, viz; PACS, FSS and LAMPS. 
Collection and Marketing of Minor Forest Produce 
The refinance facilities are sanctioned to SCBs on behalf of CCBs to 
assist the collection and marketing of minor forest produce by the adivasi 
and tribal people at the bank rate. 
Pisciculture-Production and Marketing Credit 
The N ABARD provides refinance to SCBs on behalf of CCBs to finance 
primary fisheries societies of both types-marine and inland, functioning as 
either credit societies or production-cum-marketing societies at 3 per cent 
below the bank rate. The limits sanctioned can be utilized for repairs and 
maintenance of country boats, costs of feeds, fertilizer, fingerlings etc. in the 
case of inland fisheries and also of season credit issued to members. 
Medium-Term 
Purchase of Shares by Powerloom Owners in Consumer Type of 
Cooperative Spinning Mills 
The refinance accumulation is available from NABARD to SCBs on 
behalf of CCBs to provide MT loans to powerloom weavers societies and 
powerloom owners for purchase of shares in consumer type of cooperative 
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spinning mils at the bank rate. The period of loan is not exceeding 5 years 
including 2 years moratorium period. 
Purchase of Shares by Handloom Weavers in Consumer Type of 
Cooperative Spinning Mills 
The NABARD sanctions refinance to SCBs for granting MT loans 
through CCBs/Societies to the members of handloom weaver's cooperative 
societies to purchase the shares o( consumer type of cooperative spinning 
mills organized or to be organized in the country. The loan is granted for a 
period not exceeding 7 years including 2 years moratorium period at 2.5 per 
cent below the bank rate. 
Investment Credit 
The SCBs on behalf of CCBs are provided refinance from NABARD in 
respect of loan advanced to members of handloom weaver's cooperative 
societies and also to weaver members of PACS, LAMPS and FSS. The 
refinance is provided for modernisation and acquisition of loans and for 
construction of work-shed. The individual members of primary handloom or 
powerloom weaver's societies and the powerloom societies themselves can 
avail this refinance facility for acquisition of powerlooms. The apex/regional 
weaver's societies are financed through SCBs for opening or renovation of 
handloom emporia. 
Coir 
For this purpose refinance is sanctioned to such SCBs situated in 
Kerala in respect of the term loans issued to Kerala State Cooperative Coir 
Marketing Federation and CBs of their loans to Kerala Coir Cooperative for 
setting up showrooms/sales depots in hired premises. The refinance is 
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available to SCBs for financing primary cooperative societies engaged in 
spinning of yarn from brown fiber for installation of delivering unit. 
Sericulture 
The NABARD provides refinance through SCBs/CCBs/SLDBs for 
advancing loans to sericulturists societies and individual sericulturists, 
members of PACS/LAMPS and FSS. The purposes for which this assistance 
is provided are - minor irrigation development for cultivation of mulberry, 
new planting planning/replanting of mulberry, acquisition of rearing 
equipments, construction of rearing houses, setting up of grainage units and 
rearing and reeling activities in non-mulberry sector for production of Muga, 
Tasar and Eri Silk ad acquisition of equipments for reeling and twisting 
activities. 
Industrial Cooperatives 
The SCBs on behalf CCBs can avail refinance of NABARD for 
financing the industrial societies for providing term loans to industrial 
cooperatives for acquisition of equipments/tools, construction of work-
shed/showroom/godown, purchase of delivery van and for financing apex 
handcraft societies for establishment/renovation of handicrafts emporia. 
Margin Money Assistance 
The scheme of providing margin money loan assistance has been 
introduced by NABARD. This scheme is launched for such industrial 
cooperative societies, which are unable to meet the required margin for 
availing of term loan refinance for acquisition of equipments and tools, 
construction of workshed/showroom/godown and purchase of delivery 
van. This assistance is provided through SCBs and CCBs. 
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Individual Rural Artisan Members of PACS/LAMPS/FSS 
The NABARD sanctions refinance to SCBs on behalf of CCBs and 
primary cooperative societies for financing identified beneficiaries for ISB 
activities under IRDP for composite loans on automatic basis upto Rs. 10,000 
and beyond that with prior sanctions from NABARD. 
Refinance Assistance for ISB Activities to under the Beneficiaries under 
SC/ST Action Plan Outside IRDP (Composite Loan) 
The NABARD sanctions refinance to the banks for composite loans on 
automatic basis upon Rs. 10,000 granted by them to such SC/ST beneficiaries 
who are covered under the: SC/ST Action Plan of State Governments, 
Scheduled Caste Development Corporations and who are identified by the 
concerned agencies even if they are not covered under IRDP for ISB 
activities. 
Financial Assistance for Installation of Bio-gas Plants under National 
Project for Bio-gas Development (NPBD) 
NABARD provides refinance to SCBs on behalf of CCBs on automatic 
basis in respect of such loans issued for installation of bio-gas plants under 
the NPBD at a uniform rate of interest of 10 per cent per annum to the 
ultimate beneficiaries. The NABARD also provides refinance upto Rs. 5,000 
per plant for repairing of defunct and defective bio-gas plants. This 
assistance is also provided in such cases where bio-gas plants were originally 
installed without any loan assistance. 
Purchase of Dual Fuel Engine and Installation of Bio-gas Plants of the 
Respective Size 
The refinance is provided to eligible banks by the NABARD for loan 
granted by them to purchase dual fuel engine (run on diesel and bio-gas) 
and installation of bio-gas plants of the respective size or for the purchaser of 
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dual fuel engine alone if the beneficiary already has plant of the requisite 
size. 
Other Non-conventional Energy Sources 
NABARD considers proposals and provides refinance to the eligible 
banks for individual projects which generate power by using non-
conventional energy sources like, solar cookers, wind mills, etc. 
Composite Loans 
Under refinance facility from NABARD, SCBs on behalf of CCBs are 
eligible to provide composite loans upto Rs. 30,000 to the individual artisans, 
craftsmen and handicraftsmen. Under this facility SCB can also provide term 
loans or integrated loan upto Rs. 5 lakhs directly to the individual promoters 
entrepreneurs ({Proprietary and partnership concerns) and group of 
individuals for establishing production units in the cottage, tiny and village 
industries sector. A group of individuals is liberally interpreted to include an 
informal group with maximum 25 members of a formal group represented 
by a public or private limited company, a corporate body, a registered 
institution, a cooperative society, a voluntary agency, a trust, etc. Such 
promoters and entrepreneurs who are to engage in consultants for project 
formulation, implementation and operation can also avail the loan assistance 
upto Rs. 10,000.6 
Regional Rural Banks (RRBs) 
The NABARD refinance in respect of investment credit on schematic 
basis is available to RRBs for financing agricultural and allied activities. The 
NABARD also sanctions separate credit limits to RRBs for short-term and 
medium-term (non-schematic) loans. The refinance facility is provided for 
various purposes and terms. 
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Short-term Credit Limits - Farm and Non-Farm Activities 
This facihty is provided at 3 per cent below the bank rate for the 
purposes of: 
short-term advances for agriculture, short-term advances and working 
capital loans for production, marketing activities of artisans including 
handloom weavers, for village, cottage and tiny sector industries or the other 
productive purpose, short term advances and working capital requirements 
to persons of small means engaged in trade or commerce including 
marketing and distribution of inputs for agriculture and rural development. 
These ST credit limits are operative like, cash credit limit. In other 
words, any number of drawls and repayments are allowed during the year. 
The outstanding limits are repayable on demand. 
The NABARD has prescribed some conditions for sanctioning credit 
limits to RRBs, such as, minimum involvement of RRBs and concerned 
sponsor banks, maintenance of the prescribed level of overdues, realistic 
lending programme, receipt of audit reports, etc. The drawls on the limit 
sanction are allowed on the basis of availability of non-overdues cover. 
Medium-term Limits - Farm and Non-Farm Activities 
The MT limits are sanctioned at 3 per cent below the bank rate. The 
refinance is provided against term loans issued by RRBs. The approved 
purposes for which loans are issued are MT loans (Non-schematic) 
sanctioned for reclamation of land, bunding and other improvements which 
are necessary for the cultivation of crops, preparation of land for orchards 
and plantation, construction/maintenance and development of irrigation 
sources, purchase of such livestock/implements/machinery and transport 
equipments which are necessary for or conductive to agriculture, 
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construction of farm houses/cattle sheds and purchase/construction 
development or maintenance of such equipments as may be required, 
carrying on animal husbandry and allied activities such as dairy, poultry, pig 
breeding, sheep/goat rearing, pisciculture, etc., whether or not jointly 
undertaken with agricultural and rural development. 
The refinance is also available for non-farm activities as specified by 
the NABARD from time to time. The drawls against MT (Non-Schematic) 
limits are treated as a separate loan repayable in 5 annual installments. 
The amount of the refinance is limited to 60 per cent of the RRBs 
eligible MT (Non-Schematic) loans. The contribution of the RRBs should not 
be les than 10 per cent any time of such loans. The sponsor banks are 
expected to meet the rest 30 per cent of loan. 
Credit Limits for Conversion of Short-Term Agricultural Loans into 
Medium-Term Loans 
ST limits sanctioned to RRBs are issued for granting agricultural and 
non-agricultural purposes. But during the natural calamities the conversion 
of ST limits into MT limits is realized for providing relief to farmers and to 
maintain the flow of credit. In such circumstances NABARD provides such 
facilities to RRBs. The medium-term (conversion) loans are sanctioned by the 
NABARD to the extent of 70 per cent of short-term loans converted due to 
natural calamities by the RRBs are expected to bear the burden of converted 
loans as 25 per cent and 5 per cent, respectively. The facility is also required 
to be availed of only to cover the gap after adjustment of the compensation 
available to the farmers under the crop insurance scheme. 
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Term Loans on Schematic Basis 
Farm Sector 
RRBs have access to the refinance facilities from NABARD in respect 
of term loans issued by them on a schematic basis for various types of 
investments subject to other restrictions imposed on them regarding 
confining financing to the borrowers in the target group, non-financing of 
costly equipments like, tractors, etc. By submitting specific schemes in 
advance to NABARD, the RRBs can avail this facility. The sanction of 
schemes is subject to technical feasibility and economic viability. The 
NABARD has prescribed certain terms and conditions for the sanction of 
schemes. The drawls are allowed after fulfilling them. 
Non-farm Sector 
Sericulture Activities 
For the sericulture activities, NABARD provides refinance to RRBs for 
minor irrigation, for cultivation of mulberry, new plantation/re-plantation of 
mulberry, acquisition of rearing equipments, construction of rearing houses, 
setting up of grainage units and rearing and reeling activities in non-
mulberry sector for production of Muga, Tasar and Eri-silk and acquisition 
of equipments and machinery for reeling and twisting activities, such as, 
improved charkhas, cottage basins, semi-automatic reeling machines and 
twisting machines with or without shed.'' 
Refinance Assistance to Cottage, Tiny and Village Industries 
The refinance for cottage, tiny and village industries is provided 
through RRBs, These activities of industries can be broadly classified into 
following three categories:-
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i. General Refinance Schemes for artisans/cottage units - Composite 
loans; 
ii. Regional scheme for infrastructure-Construction of worksheds; and 
iii. Refinance Scheme for tribals and rural artisans in the North-Eastern 
Region artisans in other Regions. 
Under the first category, i.e., General Refinance Scheme, the assistance 
upto Rs. 30,000 is provided in the form of composite loans for establishing 
tinier amongst the tiny units like, carpentry units, blacksmiths, leather 
products, handicrafts, centrally decentralized engineering products, etc. 
Under the second category, i.e., scheme of infrastructural 
development, the assistance is provided upto maximum of Rs. 3,000 for 
construction of worksheds to artisans under tiny entrepreneurs and for 
meeting the individual artisans contribution towards the construction of 
common worksheds by Government/Quasi-Government and voluntary 
organizations. 
Under the third category, i.e., schemes for tribals and artisans in the 
North-Eastern Region, the assistance is provided in the form of composite 
loans to artisans of North-Eastern Region and tribals of all regions for taking 
up artisans/tribal activities including agro and forest based processing 
activities. Under the scheme individuals and group of individuals are 
provided upto Rs. 5,000 and Rs. 30,000, respectively. 
Under these schemes, the whole procedure for releasing the refinance 
for banks has been simplified by dispensing the normal presentation 
procedures. For this, the banks have to appraise the proposal received and 
grant loans in conformity with the guidelines as also the terms and lending 
criteria relating to different schemes and then submit their refinance 
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applications through concerned Regional Offices of the NABARD for 
sanction and release of refinance.^ 
State Land Development Banks (SLDBs) 
Long Term Agricultural Loans 
For investment purposes, the SLDBs provide loans either directly 
through their branches or through their primary land development banks. 
Such loans are granted against the mortgage of land and SLDBs float 
debentures on the strength of such mortgaged land. There are two types of 
loans issued by these banks, namely, sporadic loans and schematic loans. 
The debentures floated in respect of sporadic lending are called Ordinary 
Debentures and the Special Development Debentures are floated in respect 
of schematic lending. The NABARD does not subscribe to the ordinary 
debenture but it helps the SLDBs in mobilizing the necessary support for 
these debentures from other investors like CBs, LIC, etc. Generally, the bulk 
of loans issued by SLDBs fall in the category of schematic loans and the 
Special Development Debentures are floated against these loans. The major 
portion of it is contributed by the NABARD, while the concerned State 
Governments and Central Government Contribute a small portion. The 
repayment of debenture is based on annual installments. The NABARD has 
undertaken a proposal for consideration to switch over from the system of 
floating debentures to the system of providing direct refinance. 
Interim Accommodation 
In order to help the SLDBs to mobilize funds for the purpose of issuing 
loans before flotation of debentures, the NABARD provides interim 
accommodation to these banks, before sanctioning the limits, the financial 
position of the banks the immediate need for funds and the prospects of 
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issuing loans are taken into account. To avail this facility SlDBs are required 
to float debentures within a reasonable time and also repay the outstanding 
under the limit. To make the recovery position satisfactory the SLDBs are 
encouraged as the interest at 8.5 per cent per annum is charged in such 
SLDBs, where recovery performance at primary level is not less than 75 per 
cent oi the demand at the end of previous year as against the normal rate of 
interest at 9 per cent per annum. 
Short-term Loans for Agriculture Purposes 
It is realized that only by providing seasonal production credit 
requirements of the farmers the optimum of the investment credit can be 
ensured. It has been observed that in many cases the PACS which are the 
normal and closer agencies are unable to provide this to the borrowers of 
investment credit from the SLDBs due to their own weakness, it is decided 
by the NABARD to provide refinance facility to SLDBs for providing short-
term loans also to their borrowers who have obtained long-term loans. The 
facility is prescribed only for those areas where the PACS are weak. 
Refinance Assistance for Financing Non-farm Activities 
In a country like India, the pace of rural industrilisation needs to be 
accelerated. Keeping this view in mind the NABARD has decided to provide 
refinance to SLDBs to enable them for financing directly to individual 
artisans, craftsmen, handicraftsmen and small entrepreneurs. Under this 
facility the amount upto Rs 30,000 by way of composite loans is provided for 
undertaking various non-farm activities subject to certain conditions and 
safeguards. According to the scheme, the SLDBs are required to appraise the 
proposals themselves and grant loans in conformity with the guidelines 
prescribed and submit their refinance applications to NABARD. 
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The NABARD's refinance is also provided to SLDBs for their loans for 
installation and repairs of bio-gas plants at concessional rate of interest of 10 
per cent to the ultimate beneficiary. 
Commercial Banks (CBs) 
The commercial banks can avail refinance from NABARD only as term 
loans either for agricultural purposes or for non-agricultural purposes. The 
short-term or working capital needs of the borrow^ers to be covered under 
the NABARDs refinance, are subjects to be provided by CBs themselves out 
of their ow^n resources. In a iew selected cases, where a certain level of 
working capital requirements is allowed to be capitalized and built into the 
investment cost, the NABARD provides refinance for this portion also. 
Agricultural Purposes 
The terms conditions and purposes for which the refinance is provided 
by CBs for long-term investment have been discussed in earlier paragraphs. 
In such cases where specific schemes are required to be submitted to the 
NABARD for sanction, CBs are eligible to draw refinance after the sanction 
of the schemes and dispersal of the loans by banks as per the terms and 
conditions. In such cases where automatic refinance scheme has been made 
available, the drawls applications of CBs are treated as scheme proposals and 
refinance is released by the NABARD. 
Non-farm Sector - Term Loans 
The Handlooms 
The NABARD's refinance is available to CBs for granting loans for 
acquisition/ modernization of handlooms and construction of worksheds by 
weavers registered with State Handloom Development Corporations. The 
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loans issued to Handloom Development Corporations lor 
opening/renovation of handloom emporia are also eligible for refinance. 
Handicrafts 
The loans are eligible for NABARD's refinance, which are provided to 
Handlooms Development Corporation for setting up/renovation of emporia. 
Coir 
The loans from CBs issued for setting up of delivering plants in the 
brown fiber sector by the individual entrepreneurs and for setting up of 
shorwoom/sales depots on hire basis by the Kerala State Coir Corporation 
are eligible for refinance.^ 
Refinance Assistance for Industries, Services and Business (ISB) 
Component under ITDP 
Refinance facility under this head is available in the same manner as in 
the case of RRBs. 
Bio-gas Plants 
The automatic refinance to the ultimate beneficiaries is provided for 
installation of bio-gas plants under the National Project for Bio-gas 
Development at uniform rate of interest of 10 per cent per annum. Other 
facilities of refinance under this head are similar to that of RRB. 
Refinance Assistance for Financing of Registered Societies 
The refinance is available in respect of term loans granted to 
institutions registered under the Societies Registration Act, 1860 for 
investment in plant, machinery and tools of Khadi and those connected with 
village industries and the activities covered by the 22 broad groups of 
cottage and small scale industries.^o 
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Automatic Refinance Policy 
The total procedure relating to release of funds under refinance to 
banks under these schemes is made simplified by dispensing with the pre-
sanction procedures. For this, the banks are require to apprise the proposals 
received and provide loans in conformity with the guidelines as also the 
terms and lending criteria relating to the various schemes and submit their 
refinance applications to NABARD for the purpose of sanctioning it for 
refinance. 
Margin Money/Assistance to Cottage, Tiny and Village 
Industrial Units 
This scheme is introduced to provide margin money assistance to 
perspective entrepreneurs having requisite talents but lack of required 
monetary resources to meet the margin money requirement for availing the 
financial assistance. Under the scheme the promoters/entrepreneurs 
comprising individuals, propritory/partnership concerns, group of 
individuals. Government/Quasi-Government agencies, promotional 
agencies, development corporation registered and charitable institutions and 
voluntary organizations availing the assistance under General Refinance 
Scheme for setting-up production units as well as infrastructural and 
promotional support projects for establishment of raw material supply 
centers, marketing outlet centers, common facility units, etc. are eligible to 
avail margin money assistance. Under the scheme, the banks are permitted 
to charge the ultimate beneficiary at not more than 1 per cent in the form of 
service charges. 
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Table 2 
Agency-wise Ground Level Credit flow for Agriculture and Allied 
Activities 1998-99 to 2002-03 
(Rs. crore) 
Year/Agency 
Cooperative Banks 
Regional Rural Banks" 
Commercial Banks 
Other Agencies 
Total 
Percentage Increases 
1998-99 
15,957 
2460 
18443 
-
36860 
15% 
1999-00 
18260 
3172 
24733 
103 
46268 
25% 
2000-01 
20718 
4220 
27807 
82 
52827 
14% 
2001-02P 
23453 
4822 
33587 
80 
61942 
17% 
2002-03 E 
24296 
5467 
41033 
14 
70810 
14% 
P= Provision E= Estimates 
Sources: Annual Reports of NABARD 
Z - proportional test 
Z= 
P1-P2 
•\[P' pq (1/n, + l/n2) 
Pi 
X| 
ni 
P2 
X2 
ni 
P 
q 
X| +X2 
ni +n2 
1 
Xl 
X2 
n i 
n2 
Year wise amount of 1*' Bank 
Year wise amount of 2"^ Bank 
Total amount of 1*' Bank in five years 
Total amount of 2"'^  Bank in five years 
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m and n2 show the application of Z-test of Five years of Cooperative 
Banks and Regional Rural Banks, Cooperative Banks and other agencies. 
Regional Rural Banks and Commercial Banks, Regional Rural Banks and 
other agencies and Commercial Bank and other agencies. 
We applied Z-proportional test for proportion in all years. All the 
banks are significantly different. (p<0.05) 
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Ground Level Credit for Agriculture 
The total ground level credit for agriculture and allied activities, 
disbursed by various credit institutions, viz., cooperatives. Regional Rural 
Banks (RRBs) and commercial banks is estimated to have reached Rs. 46268 
crore during 1999-2000 registering a growth of about 25 per cent over the 
total credit of Rs. 36860 crore disbursed during 1998-99. In the year 2000-01, 
the ground level credit was Rs. 52,827 crore resulting in growth of about 14 
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per cent, but amount of ground level credit was Rs. 61942 crore in 2001-02, 
which registered growth of about 17 per cent. But after that during the year 
2002-03, the aggregate amount was Rs. 70810 crore with growth rate of 14 
per cent in comparison to previous 2001-02 year. Therefore, the five years of 
ground credit flow has shown as an increment trend in table 2 and graphs A. 
Graph A-1 
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Graph (A-1) has shown the ground level credit for agriculture and 
allied activities disbursed by Cooperative Banks. It is estimated to have 
reached Rs. 18,260 crore with growth rate of 14.43 per cent (during the year 
1999-2000) in comparison to previous year Rs. 15,957 crore with growth rate 
of 13.29 per cent. During the year 2000-01, the estimated amount was Rs. 
20,718 crore which shows 13.46 per cent increase and during the year 2001-02 
and 2002-03, the estimated amount were Rs. 23,453 crore and Rs. 24,296 crore 
with growth rate of 13.20 per cent and 3.59 per cent respectively. 
Graph (A-2) indicates ground level credit disbursed by RRBs. During 
the year 1998-99 and 1999-2000, the estimated amount stood at Rs. 2,460 
crore (which 20.59 per cent increment in comparison to previous year 1997-
98) and Rs. 3,172 crore (8.21 percent growth rate) respectively. The amount of 
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Graph A-2 
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disbursement by RRBs is Rs. 4,220 crore during the year 2000-01 which has 
shown an increased rate of 33.04 per cent. But during the year 2001-02 and 
2002-03, the estimated amount were Rs. 4,822 crore and Rs. 5,467 crore with 
growth rate of 14.27 per cent and 13.38 per cent respectively. 
Graph A-3 
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Graph (A-3) has described ground level credit by Commercial Banks, 
disbursement amount was Rs. 18,443 crore (16.5 per cent rate of increment) 
in the year 1998-99. During the years 1999-2000 and 2000-01 the estimated 
amount were Rs. 24,733 crore and Rs. 27,807 crore respectively with 34.11 per 
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cent and 12.43 per cent increase in comparison to previous year. For the 
agriculture and allied activities the amount disbursed by CBs is estimated to 
have reached at Rs. 33,587 crorc and Rs. 41,033 croro with jp'ovvlh rate of 
20.79 per cent and 22.17 per cent respectively in the years 2001-02 and 2002-
03. 
Graph A-4 
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Graph (A-4) shov^ s^ ground level credit disbursed by other agencies. 
The estimated amount was Rs. 103 crore in 1999-2000 in comparison to 
previous year was Rs. Nil. During the years 2000-01 and 2001-02, the 
estimated amount were Rs. 82 crore and Rs. 80 crore respectively with 
decrease rate of 20.39 per cent and 2.44 per cent respectively. The ground 
level disbursed amount by agencies is estimated at Rs. 14 crore with 82.5 per 
cent decrease rate in 2002-03. 
The Kisan Credit Card (KCC)" scheme introduced during 1998-99 for 
short-term (ST) loans for Seasonal Agricultural Operations (SAO) has since 
been implemented in all the states and union territories by the public sector 
commercial banks. State Cooperatives Banks/District Central Cooperative 
Banks (SCBs/DCCBs) and RRBs. Since the inception of the scheme, these 
agencies have issued 313.45 lakh cards upto 31 March 2003. Cooperative 
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banks accounted for the largest share (62%) of the total cards issued, 
followed by commercial banks (30%) and RRBs (8%). The implementation of 
the scheme has helped in augmenting GLC flow of short-term crop loans. 
The National Bank has taken various steps and conducted several 
workshops and seminars during 2002-03 for encourage the banks to issue 
KCCs so that all ehgible farmers are covered by 31 March 2004. 
In order to monitor the progress and assess the impact of the KCC 
scheme at ground level as also to obtain feedback on constraints, the 
National bank has carried out studies on the implementation of the scheme 
in 91 select districts across the country. These studies revealed certain 
positive features as also some areas of concern/bottlenecks in the 
implementation of the scheme such as, lack of awareness about KCC among 
the farmers as well as bankers. National Bank has since initiated a number of 
publicity measures to re-orient the bankers and farmers about the benefits of 
the KCC scheme. 
Table 3 
Agency-wise, Year-wise Kisan Credit Card issued 
(Rs. Lakh) 
Year 
1998-1999 
1999-2000 
2000-2001 
2001-02 
2002-2003 
Cooperative 
Banks 
1.56 
35.95 
56.14 
54.36 
45.80 
RRBs 
0.06 
1.73 
6.48 
8.34 
9.64 
Commercial 
Bank 
4.45 
13.66 
23.90 
30.71 
20.67* 
Total 
6.07 
51.34 
86.52 
93.41 
76.11 
Data upto 31 December 2002 
Source : Annual Report 2002-03 
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The refinance support provides by the National Bank to Cooperative 
Credit Institutions Regional Rural Banks and Commercial Banks during 
1998-99 to 20002-03 are described below: 
Short-term 
State Cooperative Banks 
Seasonal Agricultural Operations (SAO) 
During 1982-83 (July-June) ST credit limits for SAO aggregating Rs. 
1,120 crore were sanctioned and on March 1999-2000 ST credit limits for SAO 
were sanctioned amount Rs. 6,080.54 crore were sanctioned to 17 state 
cooperative Banks on behalf of 281 District Central Cooperative Banks as 
compared to Rs. 5,998.99 crore sanctioned during 1998-99. Therefore, year 
2000-01 ST credit limits for SAO to Rs. 6,399.92 crore were sanctioned. 
During 2002-03 (upto March 2003) ST credit limits for SAO aggregating Rs. 
6,674.52 crore were Programme (NPDP) and Rs. 194.31 crore for meeting the 
production credit requirements of tribals under the Development of Tribal 
Population (DTP). 
The SCBs reached a maximum outstanding level of Rs. 573 crore till 
June 1983 indicating the level of utilization of the credit limits sanctioned at 
51% and the level of utilization of the credit limits Sanctioned at 74% and the 
SCBs reached a maximum outstanding level of Rs. 4,398 crore till March 1999 
but in 2000 maximum outstanding level of Rs. 4,848 crore constituting 85% of 
the credit limits sanctioned. The reached outstanding of SCBs for SAO of Rs. 
4,888 crore till March 2003 (Rs. 6485 crore during 2001-02) indicating the 
level of utilistion of the credit limits sanctioned during the previous year. 
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Table 4 
SAO - Level of Utilisation by SCBs 
Utilisation to Limits Sanctioned (%) 
Above 90 
80-90 
70-80 
60-70 
Below 60 
SCBs (No) 
6 
4 
1 
1 
5 
No limits were sanctioned to Janrunu & Kashmir, Nagaland and Tripura SCBs 
Source : Annual Report 2002-03 
Weavers Finance 
During the year 1999-00 (April-March) ST credit limits aggregated to 
Rs. 786.52 crore (Rs. 753 crore during 1998-99) sanctioned to SCBs on behalf 
of DCCBs for financing production/procurement and marketing activities of 
weavers cooperative societies, against which, the maximum outstanding 
reached was Rs. 574.44 crore forming 73 per cent of the limits sanctioned. 
But, short-term credit limits for weavers stood at Rs. 686.28 crore sanctioned 
to SCBs against which the maximum outstanding of Rs. 555.59 crore forming 
81 per cent of the limits sanctioned. During the year 2002-03 (April-March) 
ST credit limit aggregating at Rs. 550.93 crore as against Rs. 683.52 
crore/during 2001-02 were sanctioned to different SCBs on behalf of 
concerned DCCBs, against which the maximum outstanding reached was Rs. 
347.85 crore forming 63 per cent (72 per cent in 2001-02) of the limits 
sanctioned during the year 2002-03. 
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Regional Rural Banks (ST SAO and OSAO) 
The short-term credit limit was not sanctioned to RRBs during the year 
1982-83 (July-June). The short-term credit limits sanctioned for SAO to 160 
RRBs during the year 1999-2000 aggregated at Rs. 1,005.57 crore, registering 
a marginal decline from Rs. 1,034 crore during 1998-99. But during 2000-01, 
the ST credit limits sanctioned for SAO to 160 RRBs stood at Rs. 1,114.41 
crore. The short-term credit limits sanctioned for ST (SAO) to 159 RRBs 
during the year 2002-03 (upto March 2003) stood at Rs. 1,252.36 crore (as 
against Rs. 1,192.14 crore on 2002) including Rs. 116.17 crore for OPP (for 27 
RRBs) and Rs. 42.97 crore for DTP (for 31 RRBs). Among the states, Andhra 
Pradesh with Rs. 263.84 crore continued to have the largest share of credit 
limits sanctioned to RRBs, followed by Karnataka with Rs. 236.34 crore. The 
aggregate sanction of credit during the year (upto March 2003) stood at Rs. 
153.42 crore. 
Commercial Banks (ST-OSAO) 
During 1998-99 no limit was sanctioned for ST (OSAO) but, ST credit 
limit aggregating Rs. 3.97 crore was sanctioned for financing state Handloom 
Development Corporation during the year 1999-00, against which Rs. 3.93 
crore were utilized. And ST credit limit sanction was Rs. 4.49 crore during 
2000-01. After that no ST credit limit was sanctioned for commercial banks. 
Medium Term Credit 
Approved Agricultural Purposes (Non-Schematic) 
The National Bank continued the general policy of encouraging banks 
to formulate schemes for financing investment in agriculture. This led to a 
further reduction in refinance given for non-schematic purposes. Thus, as 
against Rs. 0.40 crore and Rs. 6.76 crore sanctioned to SCBs and RRBs 
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respectively, during the year 1999, but limits sanctioned in the corresponding 
period in 2000 aggregated at Rs. 0.10 crore and Rs. 6.75 crore only. The MT 
sanctioning of the credit limits for supporting their general non-schematic 
medium-term lending continued to be low during the year 2002-03. Credit 
limits sanctioned to 7 RRBs in 4 states (Bihar, Madhya Pradesh, Uttar 
Pradesh and West Bengal), during the year 2002 stood at Rs. 3.19 crore. The 
limits were utilized to the extent of 11 per cent only, i.e., Rs. 0.34 crore. 
Conversion of ST (SAO) Loans 
Owing to natural calamities likes flood, drought, etc, limit for 
conversion of ST (SAO) loans into MT loans was to the extent of Rs. 430 crore 
which was sanctioned to 8 SCBs and Rs. 39 crore was sanctioned to 7 RRBs 
during the year 1998-99. During the year 1999-2000, Rs. 126.79 crore were 
sanctioned for conversion of ST (SAO) loans but in 2000-01 and 2001-02 
sanctioned amount was Rs. 267.27 crore. Credit limits for conversion of ST 
(SAO) loans of borrowers on account of damage to crops owing to natural 
calamities like floods, drought, Rs. 493.47 crore was sanctioned to SCBs in 
Madhya Pradesh, Maharashtra, Punjab, Rajasthan and Uttar Pradesh during 
the year 2002-03. 
Long Term Loans to State Governments 
The National Bank provides long term loans to State Governments for 
contribution to the share capital of cooperative credit institutions, subject to 
certain norms. During the year 1998-99 Rs. 65 crore was sanctioned. During 
2000-01 loans aggregating to Rs. 67.78 crore was sanctioned to 12 state 
governments for contribution to the share capital of various Cooperatives 
Credit Institutions in the states compared to Rs. 91.07 crore sanctioned to 13 
states during 1999-00. During the year 2002-03 loans aggregating Rs. 60.55 
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crore were sanctioned to eleven state governments viz., Andhra Pradesh, 
Gujarat, Haryana, Jammu & Kashmir, Karnataka, Kerala, Madhya Pradesh, 
Manipur, Orissa, Punjab and Tamil Nadu for contribution to the share 
capital of various cooperatives credit institutions. The state governments 
have drawn Rs. 28.16 crore upto March 2003. 
Investment Credit 
The total disbursement of refinance to commercial banks, RRBs, State 
Cooperative Banks, State Cooperative Agriculture and Rural Development 
Banks, Agriculture and Rural Development Finance Companies, Scheduled 
Primary (Urban) Cooperative Banks and North Eastern Development 
Finance Corporation Ltd. for Schematic lending for the year 1999-2000, 
reached the programmed level of Rs. 5,215 crore registering a growth of 15 
per cent compared to the disbursement of Rs. 4,521 crore disbursed during 
1998-99. But in 2001, the total disbursement aggregated to Rs. 6,158.10 crore. 
The total refinance disbursed by the National bank during the year 2002-03 
for investment purposes reached at Rs. 7,418.77 crore as compared to Rs. 
6,682.91 crore during the previous year (2001-02), registering a growth of 11 
per cent. 
Agency Wise Disbursement 
The agency wise refinance disbursements during the years (1998-1999 
to 2002-03) are shown in table 5 and graph B. 
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Table 5 
Agency wise refinance disbursements 
(1998-1999 to 2002-03) 
Agency 
SCARDBs 
SCBs 
RRBs 
CBs 
ADFCs/PCBs 
Total 
Percentage 
increases 
1998-99 
4-* 
c 
s 
St 
in 
0 
2168 
430 
714 
1206 
3 
4521 
15.27 
"(3 
o 
<4-c 
o 
48 
9 
16 
27 
-
100 
-
1999-00 
c 
s 
s 
Q 
2346 
540 
775 
1547 
7 
5215 
15 
4-* 
o 
4-» 
O 
45 
10 
15 
30 
-
100 
-
2000-01 
c 
s 
<r 
u 
(A 
D 
2340 
723 
868 
2201 
26 
6158 
18 
4-t 
o 
4 i ^ 
"4-1 
o 
38 
12 
14 
36 
-
100 
-
2001-
4-t 
C 
01 
5 
<u 
to 
u 
3 
X) 
t» 
D 
2731.84 
1089.06 
1178.21 
1608.05 
75.75 
6682.91 
8.52 
02 
*•> 
o 
o 
40.9 
16.3 
17.6 
24.1 
1.1 
100 
-
2002-( 
4-1 
c 
s 
01 
to 
SI 
(0 
•*4 
D 2853.50 
1783.73 
1538.63 
1241.54 
1.37 
7418.77 
11 
33 
o 
o 
38.5 
24.1 
20.7 
16.7 
-
100 
-
Sources: Annual Reports of NABARD 1999-2003 
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The total refinance assistance provided by the National Bank, during 
the year 1998-99 and 1999-2000, aggregated to an amount of Rs. 4,521 crorc 
(growth rate in comparison to previous year is 15.27 per cent) and Rs. 5212 
crore respectively (15 per cent grow rate shown in Table 5 and graph B). 
Again in the year, 2000-01, the aggregate amount was Rs. 6,158 crore which 
shows 18 per cent increment in comparison to previous year, also in the year 
2001-02, 2002-03 aggregate amounts were Rs. 6,682.91 crore and Rs. 7,418.77 
crore with growth rates of 8.52 per cent and 11 per cent respectively. 
Hence, the total growth rate of increment in disbursement for the 
following five years (1998-99 to 2002-03) is 13.56 per cent and agency-wise 
disbursement and growth rate in shown graphs B-1 to B-5. 
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Graph (B-1) shows disbursement for SCARBs. During the years 1998-
99 and 1999-2000, the aggregating amounts was Rs. 2,168 crore (which 3.24 
per cent increment in comparison to previous year) and Rs. 2,346 crore (8.21 
percent growth rate) respectively. The aggregate amount was Rs. 2,340 crore 
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as disbursement during the year 2000-01 which shows a decrease rate o( 0.26 
per cent. But during the years 2001-02 and 2002-03, aggregate amount was 
Rs. 2,731.84 crore and Rs. 2,853.50 crore with growth rates of 16.71 per cent 
and 4.49 per cent respectively, the five graph shows fluctuation trend. 
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Graph B-2 indicates disbursement of SCBs during the years 1998-99 
and 1999-2000, it explains that aggregate amount were Rs. 430 crore and Rs. 
540 crore respectively with growth rate of 23 per cent and 25.58 per cent. The 
aggregate amount was Rs. 723 crore, with 33.89 per cent growth rate in 2000-
01. In the years 2001-02 and 2002-03, aggregate amount stood at Rs. 1,089.06 
crore (50.63 per cent rate of increment) and Rs. 1,783.73 crore (63.79 per cent 
growth rate in comparison to previous year) respectively. The 5 years graphs 
shows increasing trend. 
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Graph - B 3 
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Graph (B-3) has described refinance assistance provided by the Bank 
to RRBs and aggregated amount was Rs. 714 crore (6.89 per cent rate of 
increment) in the year 1998-99. During the years 1999-2000, 2000-01, the 
aggregate amount were Rs. 775 crore and Rs. 868 crore (which 8.54 per cent 
and 12.2 per cent increment in comparison to previous year) respectively. 
The disbursement for RRBs, provided by the Bank was to the time of Rs. 
1,178.21 crore and 1538.63 crore with the growth rates of 35.74 per cent and 
30.59 per cent respectively in the year 2001-02 and 2002-03. The five years 
graph shows an upward trend. 
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An analysis of Graph (B-4) shows that the refinance assistance for CBs 
provided by the National Bank during the years 1998-99 and 1999-2000, were 
Rs. 1,206 crore and 1,547 crore with growth rates of 6.34 per cent and 28.28 
per cent respectively. Therefore, disbursement amount was Rs. 2,201 core in 
2000-01, but in 2001-02 and 2002-03 the aggregated amount stood at Rs. 
1,608.05 crore (which 26.94 per cent decreases) and Rs. 1241.54 crore (which 
22.78 per cent decreases in comparison of previous year) respectively. The 
graph shows fluctuation trend. 
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Table (B-5) reveals refinance for ADFCs/PCBs. The aggregate 
amounted to Rs. 3 crore and Rs. 7 crore (with growth rates of 3 per cent and 
133.33 per cent) respectively during the years 1998-99 and 1999-2000. But 
during the year 2000-01, the aggregate amount was Rs. 26 crore with 
increment rate of 271.45 per cent. During 2001-02 the aggregated amount 
was Rs. 75.75 crore (191.35 per cent heavy growth rate in 2001-02, but in 
2002-03 the aggregated amount was Rs. 1.37 crore (decreases 98.18 per cent) 
The agency-wise growth rates of disbursement for the previous 5 years 
viz., 1998-99 to 2002-03 respectively are 2.48 per cent for SCARB, 31.46 per 
cent for SCBs, 18.75 for RRBs, 1744 for CBs, and 100.20 for ADFCs/PCBs. 
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National Bank has taken a conscious decision to encourage lending by 
DCCBs which are financially weak, so that gap in meeting the credit needs of 
the members of cooperatives are contained in respect of investment credit. 
As a result, the flow of refinance to SCBs increased significantly, i.e., by 64 
per cent during 2002-03 over 2001-02. 
Spatial Disbursement of Refinance 
During the year 1998-99 and 1999-2000, the flow of refinance varied 
widely across different stages with Uttar Pradesh absorbing the largest 
amount of Rs. 684.26 crore and 773.34 crore respectively. In 2000-01, the 
spatial distribution of refinance to different states with Uttar Pradesh 
absorbing the largest share of Rs. 925.98 crore. 
The flow of refinance varied widely across different states. The largest 
amount of Rs. 1,175.64 crore was availed of by various agencies in Uttar 
Pradesh, followed by Andhra Pradesh (Rs. 761.34 crore), Tamil Nadu (Rs. 
682.86 crore), Maharashtra (Rs. 589.60 crore), Punjab (Rs. 573.31 crore). The 
states in the southern region accounted for 29.8 per cent of refinance 
followed by the states. The aggregate disbursement to the states in the 
central region 22.7 per cent and northern region 21.8 per cent. The aggregate 
disbursements to the states in the NER, including Sikkim, stood at Rs. 123.36 
crore compared to Rs. 83.04 crore during the previous year, registering a 
growth of 48.6 per cent. 
State Cooperative Banks in Gujarat, Karnataka, Maharashtra, Punjab 
and Tamil Nadu claimed 60.9 per cent of the refinance disbursed to all the 
SCBs in the country. As much as 65.8 per cent of the refinance disbursed to 
SCARDBs was absorbed in the states of Haryana, kerala, Madhya Pradesh, 
Punjab and Uttar Pradesh, RRBs in the states of Andhra Pradesh, Karnataka, 
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Orissa, Uttar Pradesh and West Bengal availed 70.2 per cent of ^'ie total 
refinance disbursed to them. 
Purpose Wise Disbursement 
Comparative position of disbursement (purpose wise) during the year 
1998-99 to 2002-03 is furnished in table 6. 
Table 6 
Purpose-wise Disbursement of Refinance 
1998-99 to 2002-03 
Purpose 
Minor 
Irrigation 
Land 
Development 
Farm 
Mechanisation 
Plantation 
/Horticulture 
Dairy 
Development 
Poultry 
Sheep/Goat 
/Piggery 
Fisheries 
Forestry 
Storage & 
Market Yard 
SGSY 
Non-Farm 
Sector 
Rural 
Housing 
SC/ST Action 
Plan 
Self-Help 
Group 
Other* 
Total 
1998-99 
Amount 
544 
64 
1345 
182 
457 
118 
109 
30 
735 
654 
106 
177 
4512 
Share 
(%) 
12 
1 
30 
4 
10 
3 
2 
1 
16 
15 
2 
4 
100 
1999-2000 
Amount 
618 
75 
1705 
195 
581 
111 
107 
27 
12 
15 
590 
837 
109 
98 
135 
5215 
Share 
(%) 
11.9 
1.4 
32.7 
3.7 
11.1 
2.1 
2.1 
0.5 
0.2 
0.3 
11.3 
16.1 
2.1 
1.9 
2.6 
100 
2000-01 
Amount 
626 
106 
1900 
247 
769 
71 
117 
34 
13 
101 
642 
1022 
100 
251 
159 
6158 
Share 
(%) 
10.2 
1.7 
30.8 
4.0 
12.5 
1.2 
1.9 
0.6 
0.2 
1.6 -. 
10.4 
16.6 
1.6 
4.1 
2.6 
100 
2001-02 
Amount 
691.06 
134.62 
1358.89 
280.34 
821.18 
69.81 
105.85 
36,35 
16.09 
227.14 
558.98 
1115.65 
500.25 
130.54 
395.26 
240.90 
6682.91 
Share 
(%) 
10.3 
2.0 
20.3 
4.2 
12.3 
1.1 
1.6 
0.5 
0.2 
3.4 
8.4 
16.7 
7.5 
2.0 
5.9 
3.6 
100 
(Rs. Ci-orc) 
2002-03 
Amount 
854.97 
250.69 
992.60 
292.03 
909.19 
76.21 
109.a) 
.34.73 
12.40 
48.47 
401.29 
1Z37.87 
769.53 
112.08 
622.47 
694.64 
7418.77 
Share 
(%) 
11.5 
3.4 
13.4 
3.9 
12.3 
1.0 
1.4 
0.5 
0.2 
0.7 
5.4 
16.7 
10.4 
1.5 
8.4 
9.3 
ItX) 
In 1998-99 others include forestry, storage and market yards etc. 
In 2001-02 and 2002-03 others include rural godowns and cold storage, 
bullock<arts, etc. 
Sources: Annual Reports of NABARD 1999-2003 
two wheelers, home-stead farming, contract farming. 
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Minor Irrigation 
The disbursement under minor irrigation (excluding disbursement 
under SGSY) amounted to Rs. 618 crore (against Rs. 544 crore in 1998-99) 
during the year 1999-2000 accounting for 12 per cent of the total 
disbursement. In 2000-01 the total disbursement is Rs. 626 crore, accounting 
for 10.17 per cent of the total disbursements. The disbursements for minor 
irrigation stood at Rs. 691.06 crore (10.3% of total disbursement) and Rs. 
2001-854.97 crore (11.5% of total disbursement) respectively duringthe years 
02 and 2002-03.^'i^O;j,; ^ f:;'i>i'^ fl^ ^^T '^^  - ^ ^ ^ ^ "*'.>*.•' 
An Innovative Idea of drip irrigation with saline bottle 
Farm Mechanisation 
The share of farm mechanization was Rs. 1,705 crore (against Rs. 1,345 
crore in previous year 1998-99) which constituted about 33 per cent of the 
total disbursement during the year 1999-2000. The disbursement under farm 
mechanization amounted to Rs. 1,900 and 1,358.89 crore respectively during 
the calendar years 2000-01 and 2001-02 but during the year 2002-03, the total 
amount of disbursement for form mechanization stood at Rs. 992.60 crore 
accounting for 13.4 per cent of the total disbursement. 
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Plantation and Horticulture 
The SCARDBs have been promoting investments in plantation and 
horticulture activities on a significant scale. Out of the total, disbursement is 
Rs. 182 crore and 195 crore respectively in 1998-99 and 1999-2000. The share 
of plantation and horticulture constituted 4 per cent in each year 1998-99 and 
1999-2000. The refinance disbursement for plantation and horticulture 
amounts to Rs. 247 crore during the year 2000-01. The years 2001-02 and 
2002-03 the share of plantation and horticulture was Rs. 280.34 crore and 
292.03 crore respectively which is 4.2 per cent and 3.9 per cent of the total 
disbursement. 
Tamarind tree plantation in wasteland 
Dairy Development 
The disbursement under dairy development increased appreciably to 
Rs. 581 crore (Rs. 457 crore during 1998-99) accounting for 11 per cent of the 
total disbursement during 1999-2000. In 2000-01, the refinance of 
disbursement for dairy development was Rs. 769 crore constituting 12.5 per 
cent of the total disbursement. During the years 2001-02 and 2002-03, the 
share of dairy development is Rs. 821.18 crore and Rs. 909.19 crore 
respectively. The share of dairy development was 12.3 per cent of the total 
disbursement in each year 2001-02 and 2002-03. 
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Dairy Development 
Non-farm Sector 
The disbursement for non-farm sector stood at Rs. 837 crore (Rs. 654 
crore during 1998-99) constituted 16 per cent of the total disbursement 
during 1999-2000. The share of non-farm sector is Rs. 1,022 crore in 2000-01. 
But in 2001-02 and 2002-03 amount Rs. 1,115.65 crore and 1,237.87 crore 
respectively constituting 16.7 per cent in each year. 
SGSY (Swarnjayanthi Gram Swarozgar Yojana) 
The disbursement under IRDP at 735 crore registered increase of 20 
per cent over previous year amount was Rs. 611 crore constituting 16 per 
cent of the total disbursement during 1998-99. 
Government of India has launched the SGSY programme with effect 
from 1, April 1999 by restructuring the on going self employment 
programmes, viz., IRDP TRYSEM, DWCRA, etc. The disbursement under 
SGSY during the year 1999-2000 was Rs. 590 crore. On 2000-01 and 2001-02 
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disbursement of refinance for SGSY was Rs. 642.34 croro and 558.98 crore 
respectively, constituting 10.43 per cent and 8.4 per cent of the total refinance 
and during the year 2002-03 was Rs. 401.29 crore. The RRBs and commercial 
banks accounted for 87.2 per cent of the total disbursement under SHSY. 
Disbursement was largely concentrated in the states of Bihar, Jammu & 
Kashmir, Maharashtra and Uttar Pradesh. 
IRDP 
SCyST Action Plan 
The National Bank continued to make special efforts to increase the 
flow of refinance to the weaker section of the population. The disbursement 
under SC/ST Action Plans was Rs. 109 crore (Rs. 106 crore during 1998-99) in 
1999-2000. In 2000-01, the disbursement of refinance for SC/ST Action Plan 
was Rs. 100 crore. During the year 2002-03 the disbursement stood at Rs. 
112.08 crore (Rs. 130.54 crore last year 2001-02). Among the states. West 
Bengal availed the maximum amount of refinance followed by Uttar 
Pradesh, Maharashtra and Himachal Pradesh. 
Self Help Groups 
The SHGs was established in 1992. The SHG which is a group of about 
20 people from a homogeneous class are initially brought together to address 
their common problems and are later encouraged to make voluntary thrift on 
regular basis and use the pooled resources to make small interest bearing 
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loans to their members. Once the group learns to liandle resources i.\\M.\ 
mature in financial behaviour, the banks are encouraged to make loans to the 
SHGs in multiples of their accumulated savings at market rates. The groups 
continue to decide the terms of loan to their own members and the peer 
pressure ensures timely repayments which replace the "collateral" security 
for the bank loan.'-
The NGO's which act as SHPls were provided with supplementary 
financial assistance for capacity enhancing in the form of promotional grant 
and infrastructural support. During the year 2002-03, promotional grant 
amounting to Rs. 3.65 crore was sanctioned to Rs. 24,332 SHGs as against Rs. 
2.64 crore sanctioned to 17,966 SHGs, during the previous year 2001-02. 
Cluster level meeting of SHG Members 
Coverage of Small Farmers 
The National Banks have been emphasizing on wider coverage of 
small farmers under its refinance programmes. But, 71 per cent of the 
refinance provided (excluding refinance in respect of loans for farm 
mechanization and to institutions) by the National bank was again on loan 
disbursement to small farmers during 1998-99. During 1999-2000 and 2000-
01, 68 per cent of the refinance provided by the National Bank was against 
loan disbursement to small farmers in each year. The National Bank provides 
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41% of refinance (excluding refinance in respect of loans for farm 
mechanization, institution, etc.) against loans disbursed to small farmers, 
which decreased to 17 per cent in 2002-03 from the previous year 2001-02. 
Investment Specific Studies 
The National Bank monitors the projects/schemes and programmes 
supported by refinance assistance through a system called District Oriented 
monitoring (DOM) Studies, wherein, all the major ongoing schemes 
including government sponsored programmes in a district are studied and 
reviewed on a rational basis. The concerned agencies (participating bankers 
and government functionaries in the district) are advised to take 
remedial/corrective action, wherever warranted. During the year 1999-2003 
34 district oriented monitoring studies (DOM) were conducted. 
In order to obtain feedback on the emerging ground level trends in the 
financing of various investments and the end-use of the financial assistance 
extended to the ultimate beneficiaries, 23 investment specific studies and 22 
scheme specific studies were conducted during 1999-2000. But during the 
year 2002-03, the bank conducted 26 investment specific studies and 14 
scheme specific studies. These studies covered the utilization of financial 
assistance, systems and procedures, adequacy and effectiveness of the 
forward/backward linkages, income generation, problems and constraints in 
implementation etc. 
Physical Achievement under investment credit 
With the refinance support of Rs. 4,521 crore disbursed under the 
investment credit during the year 1999 the cumulative refinance support 
extended by the National Bank for investment purposes aggregated Rs. 
39,509 crore. 
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Table 7 
Physical Units Financed and CompIeter^ (Rs. Crorc) 
S.No 
1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 
n. 
12. 
13. 
14. 
Investments 
Minor Irrigation* 
i. Tubewells with 
pumpsets 
ii. Dugwells with 
pumpsets 
iii. Dugwells with 
conventional lifts 
iv. Pumpsets on 
existing wells 
Land Development 
Farm Mechanisation 
i. Tractors 
ii. Power tillers 
iii. Other farm 
equipments 
Plantation & 
Horticulture 
Forestry* 
Storage 
Market Yards 
Poultry 
Sheep/Goat Rearing 
Dairy Development 
Piggery 
Fishery 
i. Mechanised hoats 
ii. Other boats 
iii. Brackish water 
aquaculture 
iv. Fresh water 
aquaculture 
Non-Farm Sector 
Miscellaneous $ 
Units 
'000 
'000 
'000 
'000 
'000 ha 
'000 
'000 
'000 
'000 ha. 
Lakh ETPs 
'000 tonnes 
No 
Lakh birds 
'000 animals 
'000 animals 
'000 animals 
No 
No 
ha. 
'000 ha. 
'000. 
'000 
Units Financed 
upto 
31 
March 
2002 
1,426 
2,037 
1,274 
2,131 
2,945 
1,159 
144 
393 
1,792 
2,306 
15,111 
1,978 
1,639 
36,162 
13,407 
1,612 
21,147 
72,126 
4,780 
340 
3,762 
11,076 
31 
March 
2003 
1,448 
2,041 
1,526 
2,223 
3,048 
1,194 
149 
472 
1,899 
2,315 
16,375 
1,999 
1,693 
36,310 
13,702 
1,620 
21,565 
72,543 
5,055 
351 
4,735 
11,551 
Units Completed 
upto 
31 March 2003 
1,445 
2,039 
1,521 
2,220 
3,042 
1,193 
148 
470 
1,895 
2,314 
16,369 
1,997 
1,677 
36,309 
13,697 
1,618 
21,563 
72,541 
5,005 
350 
4,730 
11,547 
Sources : Annual Report of NABARD, 2002-03 
The refinance of Rs. 6,158 crore (5,215 crore disbursed in March 31, 
2000) was disbursed under investment credit during March 31, 2001. The 
cumulative refinance support extended by the National Bank for investment 
purposes aggregated Rs. 50,882 crore (44,724 crore in 2000). As a result of the 
National Bank's refinance support the cumulative ground level investment 
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up to March 2001 was estimated at about Rs. 93,965 crore (83,652 crore iti 
2000). 
With the refinance of Rs. 7,418.77 crore disbursed under investment 
credit during the year, the cumulative refinance support extended by the 
National Bank for investment purposes aggregated to Rs. 64,984 crore as on 
31 March 2003. Sector wise details on the estimates of Physical units created 
through refinance support from the National Bank under various activities'^ 
have been presented in table 7. 
Externally Aided Projects'^ 
a. On-going Projects 
In all, nine externally aided projects are at various stages of 
implementation. Project wise financial details indicating the National Bank's 
disbursement during the year in cumulative up to 31 March 2003 an amount 
of Rs. 367.27 million has been actually received as grant assistance towards 
different projects. ^^  ^ ^ "^  • *--^-^"^'-'^^- •--
197 
RolcofNABARD in Riinil riiiiiiniii<i 
b. Project in pipeline 
The following projects were at various stages of negotiation and 
progress: 
i. KfW, Germany has committed to provide grant assistance of Euro 9.20 
million to selected projects executing NGOs exclusively towards 
partial financing of the investment costs for the rehabilitation of 
watersheds in Gujarat as well as consulting costs for the project. 
ii. Indo-German Watershed Development Programme in Maharashtra 
(Phase III) involving Euro 19.94 million is in the stage of finalisation of 
agreement. 
iii. KfW, Germany has, in principle, agreed to provide a grant assistance 
of Euro 15.83 million for Watershed Development Programme in 
Rajasthan and Euro 7.16 million for extension of Adivasi Development 
Porgramme in Gujarat (Phase II). 
In short the NABARD has made a dent on rural financing through its 
financial help to Regional Rural Banks, Cooperative Organisation and Self 
Help Groups. In next chapter contains suggestions to its effective role in 
future. 
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Chapter 6 
Conclusions and Suggestions 
The critical study of Organization and Management of 
NABARD helps us to evaluate its effectiveness in achieving the 
objective for which it was established. It helps us in 
understanding the need and types of agricultural credits of 
Indian farmers and the extent to which the need is met by 
institutional agencies. With the help of this evaluation we can 
also know about what is being done in the field of agricultural 
credit and what more could be done and it could be done so 
that the farmers would not starve for credit, and ultimately the 
growth of agriculture is not marred due to paucity of funds. 
Economic development and progress of India, infact, 
means reconstruction and resurgence of rural communities in 
the country. This is so because nearly seventy per cent (70%) of 
our population lives in villages. The provision of banking 
facilities is one of the important infrastructure facilities that 
influences the economic development of rural masses in the 
country. Agriculture and rural finance are not merely questions 
of money lending they also include subsidised implements and 
manure etc. to Agriculture Sector of the country. The purpose is 
Conclusions and Suggestions 
not to replace individual money lenders with institutionalised 
money lenders but to enable the agriculture and farmers to 
move on to a level of technology that would create a sustained 
basis for increasing agricultural output and to increase the 
productivity of land, labour and capital. Agricultural credit 
may be explained as the amount of investible funds made 
available for the purpose of development of farm productivity. 
The credit may be called as an important factor of integrated 
approach in respect of advisory services for improving 
production and productivity, marketing, land tenures, farmers 
organizations and other aspects which are dependent on each 
other. 
It is an established fact that agricultural credit is one of 
the most important inputs in all agricultural development 
schemes. In the old days, the major sources of rural credit were 
money lenders and these sources of credit were inadequate, 
expensive and exploitative. Since independence, a mulli-agency 
approach has been adopted to provide adequate credit to 
agriculture. The major policy in the field of agricultural credit 
has been towards the progressive increase with adequate and 
timely flow of credit to assist the vulnerable sections of the 
society. The main objectives of the lending policy have been: 
> To ensure timely and increased flow of credit to the 
agricultural sector; 
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> To reduce and gradually eliminate money lenders from the 
field of rural finances; 
> To provide larger credit support to areas covered by 
special programmes, and 
> To make credit facilities available to all the regions of the 
country and reduce regional imbalances. 
The rural credit requirements of the farmers may be 
divided into two types-productive loans and unproductive 
loans. The productive loans are taken to buy seeds. Fertilizes, 
implements and to make permanent improvements on the land. 
Money is also borrowed for unproductive purposes, such as for 
celebration of marriages, births and deaths and also for 
spending on litigation etc. 
The need for institutional credit arises because of the 
weakness or inadequacy of the non-institutional agencies. The 
non-institutional agencies and the defects of the credit supply 
have been, because of:-
> It is not properly integrated with the need of the 
agriculture; 
> It does not flow into the most desirable channels; 
> It is very expensive and is not usually related to the 
productivity of land; 
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> It is not available for making agricultural improvement 
and 
> It is based on profit motive and is exploitat ive. 
Historically, one of the purposes of establ ishing the 
cooperat ive credit system was to bring together people of small 
means for promot ing thrift and mutual help for development . 
Commercial banking in India, on the other hand, came up on 
the t radi t ional lines and was not tuned to rural banking (except 
lending to plantat ion) even within the framework of their 
adherence to securi ty-oriented lending. The leadership and 
ethos in commercial banks were urban. However , gradual 
changes star ted following the recommendat ions of the all India 
Rural Credit Survey Commit tee in 1954, the conversion of the 
imperial Bank of India into the State Bank of India in 1955. 
In t roduct ion of social control over banks in 1967, and the 
subsequent nat ional izat ion of the major banks in 1969 had one 
impor tan t aim, namely, to ensure that the banks play a dynamic 
role in the development process of rural and backward areas 
and for the uplif tment of poorer sections of society. 
There are some inst i tut ions, which are engaged in rural 
credit indirectly, namely, the Reserve Bank of India, the 
Agricul ture Finance Corporat ion and the Agricul ture Refinance 
and Development Corporat ion (reconsti tuted as NABARD in 
1982). Among these, NABARD is the inst i tut ion, which provides 
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refinance facility to credit delivery system engaged in rural 
finance. 
The establishment of the National Bank for Agriculture 
and Rural Development (NABARD) is a landmark in the 
evolution of agricultural finance. It has the objective of 
promoting the health and strength of credit institutions forming 
a strong front of the delivery system, i.e. cooperatives, 
commercial banks and regional rural banks. An indepth 
analysis of the operations of the NABARD had been made in the 
foregoing chapters. 
Based on this analysis, broad conclusions and suggestions 
are forwarded as follows: 
The idea of an all-India organization for agricultural 
development was mooted by Agricultural Finance Committee 
(Gadgil Committee 1945) but the all-India Rural Credit Survey 
Committee, 1951-54 and committee on Cooperative Credit, 
disfavoured such type of organization for agricultural 
development. Again, all-India Rural Credit Review Committee, 
1960, and the Administrative Reforms Commission, 1970, 
disfavoured the idea of a separate bank for agriculture. The 
National Commission on Agriculture, 1976, exhorted the RBI to 
take steps in accordance with its historic role in integrating the 
total structure for financing agriculture and rural development 
from ground level upwards-right upto the creation of 
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Agricul tural Development Bank of India. The RBI appointed a 
Commit tee to Review Arrangements for Inst i tut ional Credi t for 
Agricul ture and Rural Development (CRAFICARD) in March 
1979, at the instance of Government of India under the 
Cha i rmansh ip of B. Shivraman. The Committee examined in 
detai ls , a rguments in favour and against the es tabl ishment of 
Nat ional Bank for Agricul ture. The Committee found a number 
of gaps and deficiency in the existing ar rangements from top to 
bottom. The analogy of the IDBI as an a rgument for the 
es tabl ishment of a National Bank was not accepted by the 
CRAFICARD, because the new inst i tut ion would have to deal 
not only with long-term fund as the IDBI does bu t also with 
shor t - te rm credit . The Commit tee came to the conclusion for 
set t ing up of a nat ional level bank having close link with RBI. 
The committee envisaged the role of the RBI as one of the 
spawning , fostering and nur tu r ing the new bank. The 
Government of India and the RBI approved the proposal of the 
CRAFICARD and the NABARD Act was passed by the 
par l iament on !«' December, 1981. NABARD came into function 
of Agricul tural Credit Development (ACD) and Rural Planning 
and credit cell (RPCC) of the RBI. Just after the es tabl ishment of 
the NABARD the entire under tak ing of the ARDC including all 
business , proper ty , assets and liabilities, r ights, pr ivi leges and 
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obligations were transferred to and vested in the National 
Bank. 
The main objectives of the bank are to provide refinance to 
eligible institutions for supporting production and investment 
credit for development activities in rural areas, to improve the 
absorptive capacity of credit delivery system, to coordinate the 
activities of different agencies engaged in the development 
work at the field level and to keep liaison with Government and 
other agencies. Various activities of the NABARD may be 
broadly classified as credit functions and other functions. 
Credit functions include providing production and marketing 
credit, conversion/rescheduling of loan to artisans, small scale 
industries, etc. Other functions of the NABARD include, 
coordination and consultation activities, acting as an agent of 
Central Government, State Government and Reserve Bank of 
India, providing training facilities, promotion of research, etc. 
The management of the NABARD vests in a Board of 
Directors. The Director of the NABARD Comprises of 
Chairman, Managing Directors representatives from the 
Reserve Bank of India, Government of India and State 
Governments. The Board of Directors should comprise fourteen 
members excluding Chairman according to the NABARD Act. 
This analysis has revealed that the first three Chairmen of the 
NABARD did not complete their full term of five years. In view 
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of non-completion of the full term of five years by the 
Chairman of the NABARD it is suggested that necessary 
measures should be taken to ensure that the Chairman remains 
in the office for full term. This will enable the Chairman to 
prepare long-term plans for the growth and development of the 
NABARD. Further, the Board should also ensure that all the 
fifteen members as prescribed in the Act are appointed and 
must attend the meetings of the Board regularly. 
The Board is broad-based and includes representatives 
from Cooperative Banks, Commercial Banks, Reserve Bank of 
India, State Governments and experts in rural finance, rural 
development and handicraft, etc. 
For the efficient performance of its functions, NABARD is 
empowered to appoint various Committees, for example, there 
exists an executive committee for discharging such functions as 
may be delegated to it by the Board. Similarly, NABARD is also 
authorized to appoint advisory council to advice the NABARD 
as may be referred to it. 
To achieve its objectives and for efficient performance of 
the work, NABARD has opened twenty eight (28) regional 
offices at various state capitals and a sub-office. It is suggested 
that NABARD should also open its branch offices at district 
level so that they may help and guide the lead banks in the 
preparation of annual action plans/district credit plans. These 
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offices would help improve the quality of credit plans as 
formulated by the bank branches. It would also plan, coordinate 
and monitor effectively the credit plans so formulated. The 
district level offices of the NABARD would prepare a potential 
linked credit plan for each district, which would serve as the 
basis for the individual credit plans. 
The amount of refinance provided by the NABARD ranges 
between 50 to 90 per cent. Higher quantum of refinance is made 
available in respect of certain priority sectors and other 
programmes to benefit weaker sections. The rate of interest 
charged by NABARD on its refinance is determined on the basis 
of amount of refinance, which ranges between 6.75 to 8.50 per 
cent. The maximum period of loans may be upto 25 years. 
Refinance support is available on short-term, medium term and 
long-term basis for farm and non-farm activities. 
With a view to improving the economic condition of rural 
masses in less developed/under-banked states, NABARD 
should provide more refinance on easy terms and conditions. 
NABARD should take special measures particularly, seeking to 
bring about better functional coordination between State 
Government, banks and other concerned agencies and prepare 
bankable projects and schemes and credit should be made 
available on easy terms and conditions. 
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The objectives which guide the refinance suppor t for 
different activities, through the eligible inst i tut ions by the 
NABARD are to suppor t the nat ional policies for increasing 
agr icul tural product ion and rural employment through efficient 
use of national resources, reduct ion of regional imbalances, 
ensur ing credit suppor t to weaker sections of the societies 
th rough special p rogrammes , increasing the credit absorpt ive 
capacity of the credit delivery system and improving the 
quali ty of lending through proper control of technical and 
financial parameters and propagat ion of repayment ethics. 
The terms and condit ions regarding short and medium-
term loans depend on both the type of facility and the 
ins t i tu t ion to which refinance is provided. The levels of 
min imum contr ibut ion by borrowers depend on their s ta tus as 
small , marginal and large farmers and the nature of investment . 
Five to twenty percent of investment cost is required to be 
contr ibuted by the beneficiaries. 
Ground level d isbursement of refinance by the NABARD 
showed an increasing t rend. Refinance suppor t is available on 
shor t - term, medium term and long-term basis for farm and non-
farm activities for all these activities. The refinance of the 
NABARD is provided to the eligible inst i tut ions-SCB, RRBs, 
SLDBs, Commercial Banks and State Governments . The Bank 
d isbursement of refinance at total ground level credit of State 
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Cooperat ive Banks stood at Rs. 24,296 crore. Regional Rural 
Banks Rs. 5467 crore, Commercial Banks Rs. 41033 crore and 
other agencies Rs. 14 crore in 2003. The National Bank provides 
facilities to the nat ional ized inst i tut ions for issuing of Kissan 
Credit Card on its own. Kissan Credit Card aims at provis ion of 
adequate and timely suppor t from the banking system to the 
farmers for their cult ivat ion needs including purchase of inputs 
in a flexible and cost effective manner . As on 31*' March, 2003 
cumulat ively cards of 313.44 lakh involving bank loan of Rs. 
76498.80 crore were issued to the farmers. Personal Accident 
insurance scheme was formulated for KCC holders to cover 
them against accidental d e a t h / p e r m a n e n t disabil i ty. 
Agency-wise d isbursement of refinance by the NABARD 
showed an increasing trend over the years as it rose from Rs. 
4521 crore in 1998-99 to Rs. 7418.77 crores in 2002-03. The 
refinance amount of SCARDBs moved from Rs. 2168 crore to Rs. 
2853.50 crore but amount of SCBs from Rs. 430 to Rs. 1783.73 
crore. The refinance suppor t to the RRBs and CBs increased 
from Rs. 714 crore and Rs. 1206 crore to Rs. 1538.63 crore and 
Rs. 1241.54 crore by the NABARD. The amount of d i sbursement 
of refinance by the NABARD to ADFCs/PCBs rose from Rs. 1 
crore to Rs. 75.75 crore. Spatial d isbursement of refinance to 
different states with Uttar Pradesh absorbing the largest 
amoun t was Rs. 1175.64 crore. 
211 
Conclusions and Suggestions 
Purpose-wise sanctions and disbursement of refinance by 
the NABARD revealed that the largest number of schemes, 
commitments and d isbursements were made for minor 
i rr igat ion (Rs. 544 crore in 1998-99 and Rs. 854.97 crore in 2002-
03) followed by farm mechanist ion (Rs. 1345 crore in 1998-99 
and Rs. 992.60 crore in 2002-03) followed by farm 
mechanizat ion (Rs. 1345 crore in 1998-99 and Rs. 992.03 crore in 
2002-03), plantat ion and Hort icul ture (Rs. 4 crore in 1998-99 
and Rs. 292.03 crore in 2002-03) land development (Rs. 1.4 crore 
in 1998-99 and Rs. 250-69 crore in 2002-03), poul t ry , (Rs. 76.21 
crore in 2002-03) s h e e p / g o a t / p i g g e r y (Rs. 24 crore in 1998-99 
and Rs. 109.60 crore in 2002-03) dairy (Rs. 10.1 crore in 1998-99 
an Rs. 909.19 crore in 2002-03) and fisheries (Rs. 0.6 crore in 
1998-99 and Rs. 34.73 crore in 2002-03) and other purpose 
(Forestry storage and Market yard, SGSY, non-farm sector, 
Rural Hous ing SC/ST Action Plan and Self-Help Group) 
The National Banks d isbursement as grant assistance 
towards externally aided projects are as follows:-
(a) On going project- In all, nine externally aided projects are 
at var ious stages of implementat ion. NABARD 
disbursement credit amount are Rs. 367.27 million dur ing 
the year 2002-03. These project are highl ighted below:-
(i) KfW-NABARD V-Adivasi Development Programme in 
Gujarat 
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(ii) KfW-NABARD-Adivasi Special Programme in Gujarat 
(iii) KfW-NABARD IX-Adivasi Development Programme in 
Maharashtra 
(iv) KfW-NABARD IV-Indo-German Watershed Development 
Programme, Maharashtra (Phase II) 
(v) KfW-NABARD Indo-German Watershed Development 
Programme in Andhra Pradesh 
(vi) KfW-NABARD-SEWA Bank-Capital isation of Rural 
Financial Intermediar ies 
(vii) CEC-BAIF Project-Transfer of Technologies for 
Sustainable Development 
(viii) NABARD-GTZ Technical Collaborat ion-Linking Savings 
and Credit SHGs to Banks 
(ix) NABARD-SDC Col laborat ion-HID Par tnership in Rural 
Finance 
(b) Projects in Pipeline- KfW, Germany has commit ted to 
provided grants assistance of Euro 9.20 million and Euro 
19.94 million respectively for the rehabi l i ta t ion of 
watersheds in Gujarat and Indo-German Watershed 
Development p rogramme in Maharashtra . Its provide a 
grant assistance of Euro 15.83 million for watershed 
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Development in Rajasthan and Euro 7.16 million for 
extension of Adivasi Development Programme in Gujarat. 
It is important to mention here that the operation, 
working and functioning of the NABARD be streamlined and 
made more effective. In the matter a realistic and customer 
oriented approach would be very much meaningful for 
improving the functioning and lending operations of the 
NABARD and ensuring the timely availability of credit and 
other agricultural inputs to the farmers. The following 
suggestions may be advanced, if they are implemented in a 
realistic manner with a result-oriented manner, the entire 
activity of rural financing would become more suitable to 
farmers. 
NABARD would have to make schemes and measures to 
see the inputs of high quality reach the ultimate user in a 
realistic manner without diversion and manipulation. The 
refinancing activity should not be the main objective, the 
NABARD must make ample provisions for the supply of 
agricultural inputs of high quality to the rural sector; and the 
agricultural inputs may be supplied through the state 
cooperative agencies. Regional Rural Banks and other 
developmental agencies. 
NABARD should lay stress on research and development 
efforts in the matter of agricultural, agricultural inputs, 
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agricultural marketing, storage, transportation and plant 
protection work etc. NABRAD would have to ensure effective 
coordination in the working of various state binding agencies 
engaged in the field of rural financing and supplying inputs to 
farmers. 
Steps should be made to see that loans are not misutilised, 
and the chances of duplication of agricultural advances be 
contained. 
NABARD should make easy terms for agricultural 
advances and the rate of interest on rural sector funding be 
curtailed. The lending norms, rate of interest, legal formalities 
rules relating to the security be made more practical. 
NABARD on all India level should make more practical 
and realistic terms for the rural financing. The legal 
implications and unnecessary formalities be liberalized and be 
made comfortable so that rural peasants are not exploited. 
NABARD at the national level should lay more stress on 
the loan recovery and timely repayment of agricultural loans. 
The recommendations made by the Agricultural Credit Review 
Committee (ACRC) should be implemented effectively. 
It may be stressed that there have been some limitations in 
the working of NABARD and if these hurdles were done away 
with the NABARD would certainly be doing its work in a better 
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way in the matter of rural development and rural sector 
financing. If the suggestions as advanced were followed 
effectively, they would make the functioning of the NABARD 
realistic and result oriented. If the schemes of the NABARD are 
made more practical and accessible to the rural masses this 
would make the entire rural economy more glaring. Effective 
and timely credit availability to the farmers living in rural 
areas may alone make their future bright and meaningful. 
The Government of India constituted a Committee on 
banking sector reforms under the Chairmanship of M. 
Narsimham which submitted its report in April 1998. The 
following is the summary of major recommendations of the 
committee relating to Rural and Small Industrial Credit: 
> The direct credit has high percentage of NPAs but needs 
to be continued on commercial consideration. The 10 per 
cent share for weaker sections in net bank credit should 
continue. Branch Managers should be made responsible 
for identification of beneficiaries. Priority sector should 
also include food processing and related services in 
agriculture, fisheries, poultry and dairy sector. 
> The banking system should evolve norms to identify 
eligible clients for Government sponsored programmes 
and be fully responsible for all aspects of credit decisions. 
The committee urged against loan waivers . 
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> A dist inction among client specific inst i tut ion and general 
(agro climatic and environmental) factors behind NPAs be 
made and non concessions for the client specific reasons 
should be granted. Concessions for distress s i tuat ions be 
made on techno-economic considerat ions by the NABARD. 
> Debt-securi t isat ion for priori ty sector is recommended 
whereby the banks with shortfall on account of priori ty 
sector lending can purchase debt from the banks which 
exceed the mandatory limits in lending to this sector. 
> Provisions for bad and doubtful debts not exceeding 5 per 
cent of income and 20 per cent of average advances of 
rural branches may be al lowed as deduct ion under Income 
Tax Act present norms of 5 per cent and 10 per cent. 
> RRBs and Cooperat ive should reach a min imum of 8 per 
cent Capital to Risk Assets Ratio (CRAR) over five years. 
> Capital s t ructure of RRBs be reviewed to enlarge public 
subscr ipt ion and greater ownership and responsibi l i ty for 
the sponsor banks. Merger of RRBs sponsored by the same 
bank in the same state may be pursued to provide 
economies of scale and optimal use of manpower . The low 
cost na ture of RRBs may not be further di luted. 
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> The committee suggested that cooperatives should not 
function was intermediary and loan should be give 
directly to the borrower. This will reduced the Cost. 
> Supervisory function over RFIs may continue with 
NABARD but be transferred in the long run to the 
Board of Financial Regulation and Supervision (BFRS). 
> Duality of control on cooperatives by state governments 
and RBI/NABARD be eliminated and the cooperatives 
may be brought under Banking Regulation Act under 
the aegis of RBI/NABARD/BFS. 
> Banking should facilitate evolution and growth of 
micro-credit institutions. 
> Banks should devise appropriate criteria for small 
industries sector and be responsive to its genuine credit 
need. The present set up of state level financial and 
industrial development institutions may be reviewed. 
> The committee stresses on dedicated and effective debt 
recovery mechanism. 
> The power of sale of mortgages be vested through 
separate statute with LDBs, State Financial 
Corporations and be extended to other agencies. 
As suggested and elaborated by Prof. Dantwala, it is 
indeed a necessity to simplify the loan procedures, updating 
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of land records, 'one window system' and issuing a loan pass 
book. It can help a lot in simplifying the loan procedures. 
In the end, after going through the whole working of 
the National Bank, it could be said that its establishment and 
participation in agricultural financing has quantitatively and 
qualitatively improved the agricultural financing in India 
and its working and success could be compared with State 
Bank of India, Agricultural Bank of Japan or with any other 
such bank. 
To conclude, NABARD has acted as an apex refinance 
institution as well as development institution in the field of 
agriculture and rural development in true sense. The overall 
performance of the NABARD can be said as satisfactory. 
What is needed is making available more resources at the 
disposal of the NABARD and active cooperation of various 
state Governments and agencies disbursing credit directly. 
The measures suggested in earlier paragraphs would go a 
long way in further improving the management and 
administration of the NABARD and its operations. 
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